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ABSTRACT 
FACTORS WHICH IMPACT EFFECTIVE SUCCESSION IN SMALL 
FAMILY-OWNED BUSINESSES: AN EMPIRICAL STUDY 
SEPTEMBER 1991 
STEVEN D. GOLDBERG, B.S., NEW HAMPSHIRE COLLEGE 
M.B.A., UNIVERSITY OF NEW HAVEN 
Ed.D., UNIVERSITY OF MASSACHUSETTS 
Directed by: Professor Norma Jean Anderson 
Family-owned businesses are associated with a low rate of 
survival. Statistically, less than three in ten will survive the first 
50 years. The literature acknowledges that the issue of succession is 
critical for organizational development and continuity. 
Effective (successful) successors are defined in the literature as 
those persons who have the title and power of office and, in the long 
term, demonstrate the ability to create a positive trend of growth and 
profits for the business. 
The research consists primarily of quantitative analysis. The 
bulk of the research is predicated on 254 respondents, of which 181 are 
classified as effective successors and 73 as ineffective successors. 
Additionally, four in-depth interviews with successors were conducted 
and analyzed to verify the quantitative dimension and to lend breadth to 
the constraints of a survey questionnaire. 
The purpose of the research is to identify factors common to 
effective successors and ineffective successors. The data gathered 
centered on two topics: successor demographics, and successor attitudes 
relating to their families, themselves, and their businesses. The data 
• • • 
vm 
show some interesting and clear differences between effective and 
ineffective successors. This information should be of interest to 
family-owned businesses, family therapists, business consultants, and 
academicians. 
The research is driven by six hypotheses. The results show three 
of the hypotheses to be consistent with the literature, while the 
remaining three uncover new information. The three hypotheses which 
coincide with contemporary researchers replicated that most successors: 
worked elsewhere before joining the family firm; willingly came into the 
business; and had positive outlooks on the businesses. 
The remaining three hypotheses uncover what appear to be new data 
about successors: that most successors are first exposed to the family 
business between 10 and 11 years of age; that there is a level of 
competition residing in the successor and aimed at the predecessor; and 
that 2nd-, 3rd- and 4th-generation successors generally work around 60 
hours per week in order to get the job done. 
The study concludes by offering specific recommendations for 
further research. These recommendations were generated by the research 
findings, which present some new implications for research, theory, and 
practice. 
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CHAPTER 1 
INTRODUCTION 
1.1 Background 
Historically, no one seems to know when the first family business 
came into being. The consensus is that, during the Stone Age, families 
hunted and gathered food together, shared a common dwelling, and cared 
for each other, for the sake of survival. Essentially, not much has 
changed. Members of family businesses still work together to put bread 
on the table; pay the mortgage; put the kids through school; and 
hopefully have a little left over for a rainy day. 
Until the beginning of the 1800s, management was a function of 
ownership, and delegation of responsibility to a non-family member was 
rare. "The practice of recruiting the families of the partners was the 
rule rather than the exception" (Pollard, 1968, p. 57). 
The numbers of family businesses in the United States were raised 
to a new level after the turn of the twentieth century, when this 
country opened its arms to a multitude of people who were seen as 
untrained, unqualified, unable, and unfit for our society. As Peggy 
Noonan (1990) wrote about the great immigration of 1840-1920: 
Tens of millions entered our ports during those decades; 
many of them were dirty, uneducated, foreign-speaking people 
with odd habits who ate strange food (pigs' knuckles, 
gefilte fish, suet pudding). They lived sometimes 10 to a 
room, happily resented the WASP establishment, ("That's not 
cobblestones," the Irish said of the streets of Beacon Hill, 
"it's Irish heads!"), learned English, went to the 
settlement houses, went to school, worked, learned the 
customs, learned the system, played the system, beat the 
system . . . and now run America. 
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Family-owned businesses, as we know them today, are those 
organizations which are closely identified with two or more generations 
of family. This link has a mutual effect on company policy and on the 
interests and goals of the family (Donnelley, 1964). These 
organizations are founded by an entrepreneur who has a dream or vision 
to manage his/her own business. The entrepreneur is usually identified 
as a risk-taker (Danco, 1980). 
Family-owned businesses come in all sizes, from the one- or two- 
person organization such as a real estate business or medical practice, 
to the megacorporation like Cargill, with its $50 billion in revenues, 
or Borg-Warner and its 70,000 employees. Of the top 100 privately held 
companies, published by the San Francisco Times on September 4, 1989, 
four of the top ten are family owned (Clark, 1989): 
No. 2: Bechtel Group, Inc.; $4.5 billion sales built over 
three generations of Bechtels. 
No. 3: Levi Strauss & Co.; $3.12 billion, owned by 
descendants of Levi Strauss. 
No. 5: Esprit; $1.2 billion, owned by Susie and Doug 
Tompkins. 
No. 7: Crowley Marine Corp.; $1 billion+, owned by the 
Crowley family descendants. 
Most family-owned businesses are considered to be small 
businesses. According to the Federal Small Business Administration 
(1984), small businesses are those with fewer than 500 employees and 
gross sales under $10 million. 
Ninety-five percent of all businesses in the United States are 
family-owned or family-controlled (Ward, 1987). These organizations are 
major players in retailing, construction, finance, real estate, 
2 
insurance, transportation, and communications, to mention only a few 
(Solomon, 1986). 
It is quite apparent that family-owned business is a major entity 
within our economy. It has been a stabilizing factor during good and 
bad economic times. The majority of new jobs in the United States are 
created in the small business sector, comprising mostly family-owned and 
family-controlled businesses (Solomon, 1986). 
Ford Motor Company, Mars Candy, IBM, General Electric, Safeway 
Supermarkets, and Wang Computers are examples of businesses which began 
as one person's dream and evolved to become family-owned businesses. 
These organizations have developed strong consumer franchises which have 
become part of the American way of life. We, in the United States, have 
come to depend on the products and services of the family-owned 
business. 
1.2 Statement of the Problem 
According to Dun and Bradstreet (1988), 50.8 percent of all 
businesses fail, meaning bankruptcy, within the first five years, and 
75.5 percent go under before the tenth year. Ward (1987) reveals that 
less than 30 percent of family businesses survive long enough to see the 
third generation, and fewer than 15 percent are able to get through that 
generation. 
Family business researchers suggest that the primary reason for 
the large number of family-owned businesses that are unable to continue 
to operate is the lack of succession planning. An important piece of 
the succession plan is the ability to identify a family member who is 
willing and able to ascend to the role of chief executive in the family 
firm. 
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Leon Danco (1987) wrote: 
Family businesses fail because they allow themselves to be 
destroyed, slowly but surely, by the action - or, more 
accurately, the inaction - of their owner/manager. The 
businesses fail because, more often than not, these people 
never make the decision needed to ensure the vitality of 
their companies in an ever-changing, ever more complex 
world. Why? Because family business owners typically fail 
to recognize the needs of the future in managing their 
businesses. Instead, they prefer the comfort of past 
visions, the safety of old routines. They enjoy the fixed 
power of their positions. And, when it comes to the future, 
they choose the refuge of ambiguity - instead of the risk of 
a new plan, purpose, or review. (p. xix) 
The future he speaks of not only addresses the notion of choosing 
a successor, but also encompasses creation of a collective vision which 
gives the successor a starting point or direction. The vision is a map 
to the immediate future for the successor and other stakeholders in the 
organization. Dyer (1986) said: 
The founder of a family firm is faced with the fundamental 
problem of creating a business that will survive. Along 
with this comes the creation of a vision or philosophy that 
will give employees and the company direction. In the 
second generation and later, the problem changes somewhat. 
Because of the bifurcation of interests that occurs in 
succeeding generations, the business and family often find 
themselves wandering without direction, moving from crisis 
to crisis, conflict to conflict, without any overriding 
strategy or goals. Thus, the challenge for leaders of 
future generations is to bring together diverse interests 
and coalitions. This requires the leaders to articulate 
clearly a vision of the future and to show various family 
members and interest groups how their needs will be met 
under the new regime. The sacrifices that must be made for 
the good of the group need to be spelled out and a plan of 
action created. (p. 95). 
In essence, the problem lies with the founder/entrepreneur's 
shortsightedness, namely, failing to choose a successor who is willing 
and able to nurture and grow the family business. 
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1.3 Purpose of the Study 
The purpose of this study was to examine the successor after 
he/she had been designated CEO. Specifically, the focus was on the 
factors which separate those successors who have been effective from 
those who have not. Of interest, too, was the generalizability of the 
factors identified to different types of businesses. "Generalization is 
the recognition of uniformities" (Burroughs, 1971, p. 4). 
Specifically, for purposes of this study, tentative propositions 
or hypotheses were presented. Data from survey research was used to 
test these hypotheses. Background for the hypotheses is provided in 
Chapter 2. 
Hypothesis #1: The effective successor was exposed to the 
business at an early age, starting around 10 years old. 
Hypothesis #2: The effective successor worked elsewhere in 
several capacities before joining the family firm. 
Hypothesis #3: The effective successor willingly came into the 
business. 
Hypothesis #4: The effective successor wants to out-perform the 
predecessor. 
Hypothesis #5: The effective successor works 50-80 hours per week 
in order to complete his/her work. 
Hypothesis #6: The effective successor has a positive perspective 
of the business. 
The population of businesses of interest was small, family-owned 
businesses. Businesses of interest in this study generate yearly 
revenues of more than $1 million, but less than $10 million. They 
employed more than five, but less than 500 employees. The location of 
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these businesses was restricted to the United States and Puerto Rico. 
The businesses were all "for profit" businesses, and the nature or type 
of business was unlimited. The successors were second, third, or fourth 
generation. 
1.4 Significance of the Study 
The thrust of this study was to better understand the succession 
process, and to determine what successor characteristics are necessary 
for effective succession. Conversely, it is just as important to 
identify those undesirable characteristics leading to ineffective 
succession. 
Families and stakeholders of the succession process should find 
this study to be a source of knowledge for them, as it will provide a 
resource for evaluating their businesses. Families should be able to 
use this study as a means of planning and predicting the possibilities 
of succession. People who work closely with family businesses, e.g., 
lawyers, accountants, bankers, outside consultants, outside directors, 
customers, and suppliers, should find this information to be helpful in 
working with, and better understanding, the family business. 
The incumbent may have more than one potential successor, and this 
data provides information necessary for choosing the best candidate. 
Future entrepreneurs and potential successors will want to read this 
data as they balance the pros and cons of their future endeavors. Since 
the time needed for succession planning is vague, this study provides a 
more defined time window for the process. 
The study provides a better understanding of the significance of 
the players in the family-owned business constellation, i.e., incumbent, 
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successor, family, employees, suppliers, and customers. In addition, 
the study identifies the pivotal person in the succession process. 
This study also enhances scholarly knowledge related to succession 
in family-owned business. Students, teachers, and researchers should be 
able to use this data as another stepping stone toward ultimate 
knowledge of succession planning and succession in family-owned 
businesses. The importance of this study cannot be overemphasized, 
particularly for teachers and researchers, because it is they who will 
be reaching out and guiding the new wave of businesspeople and their 
children. Many of these people are the new consumers and soon-to-be new 
entrepreneurs who will stimulate our economy well into the twenty-first 
century. 
Peggy Noonan (1990) implied that our country is today being run by 
those immigrants of the early 1900s. More precisely, their sons and 
daughters, grandsons and granddaughters are in power. Hopefully, we 
learned a good lesson from these people. We should not resist the new 
wave of immigrants; we should welcome them because our economic future 
may depend on their survival and the survival of their businesses. 
America is experiencing the biggest influx of immigrants 
since the great wave that ended in the 1920s, the one that 
brought the grandparents of the baby boomers who are now, 
demographically, America. Here in New York these new 
immigrants, many of them shopkeepers, run a whole level of 
the city. It is the level that works. 
In a single block in the East sixties in Manhattan, 
two brothers who run a stationery story are from India, the 
picture framer is from Afghanistan, the place where they do 
your nails is run by Koreans, the custom tailor shop is 
owned and run by a man from the Dominican Republic, the shoe 
repairman is from Russia and the cleaners is run by women 
from Hong Kong. They have, together, made New York that 
anomaly, a vibrant and successful Third World city. 
The fact that so many people continue to want to come 
here and will undergo the most painful hardships to get here 
is an eloquent reminder that America is still what she was 
always meant to be, a haven for the gifted dispossessed. 
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The new immigrants keep our nation young and strong. They 
add to America's energy, work hard, prize peacefulness, and, 
because family is at the center of their existence, make 
stable neighborhoods. They are a boon. 
The "new wave of immigrants" Peggy Noonan (1990) speaks of is 
further emphasized by Felicity Barringer (1991) and Barbara Vobejda 
(1991), who point out that more than a third of the nation's growth 
between 1980 and 1990 was due to immigration (see Table 1). 
Table 1 
Comparison of 1980 and 1990 U.S. Population Figures 
Population 
1980 
Number* Percent 
1990 
Number Percent 
Change 
Number Percent 
Total U.S. 226.5 100 248.7 100 22.1 9.8 
White 188.3 83.1 199.6 80.3 11.3 6.0 
Black 26.5 11.7 29.9 12.1 3.4 13.2 
American Indian/ 
Eskimo/Aleutian 1.4 0.6 1.9 0.8 0.5 37.9 
Asian 3.5 1.5 7.2 2.9 3.7 107.8 
Hispanic 14.6 6.4 22.3 9.0 7.7 53.0 
Other 6.7 3.0 9.8 3.9 3.0 45.1 
^Numbers are in 100,000s. 
Source: Barbara Vobejda: "Asian, Hispanic population of U.S. soared 
in 1980s, census reveals." Washington Post. March 11, 1991. 
p. 1. 
1.5 Definition of Terms 
CEO: Acronym for chief executive officer - the person accountable 
to the Board of Directors for the profits and losses of the firm. 
Consultant: An individual (change agent) who assists an 
organization (client system) to become more effective. An external 
consultant is not a member of the system; an internal consultant is a 
member of the organization. 
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Corporate Culture: The pattern of values, beliefs, and 
expectations shared by organization members. It represents the taken- 
for-granted and shared assumptions that people make about how work is to 
be done and evaluated and how employees relate to one another and to 
significant others, such as suppliers, customers, and government 
agencies. 
Effective Succession: A two-part change in which the first part 
sees the transfer of ownership or control of property rights from 
incumbent to successor. The second part is the transfer and successful 
management of operations and strategic direction. 
Entrepreneur: One who organizes, manages, and assumes the risks 
of a business or enterprise. 
Ethnography: The study of culture. 
Family-Controlled Business: The controlling interest through 
title or ownership of stock, but not necessarily involved in day-to-day 
operation. 
Family-Owned Business: Being closely identified with two or more 
generations of family, and usually involved in day-to-day operation. 
Heir: One who inherits or is entitled to succeed to a hereditary 
rank, title, or office. 
Non-Family Employee: A person employed by but not related to the 
owner of a family-owned business. 
Organization Development Practitioner: A generic term for people 
practicing organization development. These individuals may include 
managers responsible for developing their organization or departments, 
people specializing in OD as a profession, and people specializing in a 
field currently being integrated with OD (for example, strategy or human 
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resource management) who have gained some familiarity with and 
competence in OD. 
Rapport: A harmonious relationship between ethnographer and 
informant. 
Stakeholder: A person or group having a vested interest in the 
organization's functioning and objectives. 
Strategic Planning: Refers to the process of developing a 
business strategy for profitable growth. 
Succession: The replacement of the owner/manager of the firm - 
CEO or President. 
Visioning: A process typically initiated by key executives to 
define the mission of the organization and to clarify desired values for 
the organizational conditions. 
1.6 Outline of the Remainder of the Thesis 
A review of literature is provided in Chapter 2, which includes 
relevant theoretical information. Succession theory will be linked to 
succession practice. Also, definitions of effective succession will be 
explored. Finally, the literature will be summarized to provide a basis 
for proceeding with the study. 
Chapter Three contains information about the sampling design for 
the study; the instrumentation and its development; research design; 
procedures and timelines; data collection and editing; and data 
analyses. 
Results of the research will be presented in Chapter 4, and they 
will be discussed in Chapter 5. Conclusions, limitations, and the 
significance of the investigation will also be considered. 
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CHAPTER 2 
REVIEW OF LITERATURE 
2.1 Introduction 
The review of literature serves four purposes according to 
Marshall and Rossman (1989). First, it unveils the underlying 
assumptions beneath the research questions. Second, it allows the 
researcher to demonstrate his/her knowledge of the subject being 
presented. Third, it provides the researcher with the opportunity to 
identify gaps in the previous research. And last, it allows the 
researcher to present the hypotheses in a timely and orderly manner. 
The purpose of this literature review is to develop a frame of 
reference about succession planning and succession for the reader. It 
will provide a broad overview while citing its key components. The 
review is organized in a linear fashion, beginning with the definition 
of succession in section 2.2. It then moves to the next section, which 
speaks to how succession works. Section 2.4 provides information 
defining effective succession and implications for ineffective 
succession. And section 2.5 develops advantages and disadvantages of 
selecting inside successors, those people who are already employees and 
usually of long standing, versus outside successors who are new to the 
organization, but who usually bring with them considerable business 
experience. The aforementioned sections are not limited to business. 
These sections can be interpreted to apply to education, human 
service/non-profit, military, or any organization. 
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Nearly all businesses or organizations begin with one person - the 
founder. Contemporary business lingo refers to business founders as 
entrepreneurs. Section 2.6 explains what entrepreneurship means. This 
section marks the beginning of a focus on small business and family- 
owned business. 
The similarities and differences between small business and 
family-owned business can be confusing. Therefore, these differences 
warrant their own section -- section 2.7. 
Section 2.8 will provide a comprehensive perspective of the 
process of succession as it relates to family-owned businesses. This 
section explains these businesses relative to size, type, and age. 
Succession is precipitated by a juncture in time. It is that 
point where the founder begins to think about the future of the 
business. This usually happens between the tenth and twentieth years of 
business. The founder tries to get a grasp of the options available to 
him or her. Section 2.9 delves into this. 
Succession truly affects everyone and everything in the business. 
Therefore, section 2.10 pertains to the effects that succession has on 
the family, the incumbent, the successor, employees, customers, and 
suppliers. 
Sections 2.11 to 2.13 cover logistical pieces, such as who 
actually decides on the successor or heir apparent; naming the usual 
criteria for choosing a successor; and uncovering a methodology for the 
selection process. 
Finally, section 2.14 delivers a summary of the chapter. The 
writer will summarize the research literature and underscore the 
implications for this research study. 
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2.2 What is Succession? 
Weber (1947) was the first twentieth century researcher to note 
the importance of succession, from incumbent to successor. He felt it 
was vital to the effort for organizational continuity. He referred to 
this process as the institutionalization of charisma. 
Change can be brought about by substituting key men at various 
administrative levels. When this occurs at the academic 
institution, it is called administrative succession, while this 
same change process in the business corporation is referred to as 
executive succession (Helmich, 1971). 
Providing for succession is a problem for any organization 
(Christensen, 1953). With groups of any size, some provision needs to 
be made for their perpetuation or for their replacement. All organi¬ 
zations, e.g., businesses, churches, military, national governments, 
student societies, trade unions, university administrations, etc., must 
have some arrangement for the transfer of corporate property and for the 
succession of key personnel (Goody, 1966). 
Succession implies change and therefore it is likely to upset 
prevailing norms and expectations within the organization (Brady & 
Helmich, 1984). It is a process that can cause strains in an 
organization's structure, but it seldom is severe enough to destroy the 
structure (Davis, 1968). The effects of succession in family-owned 
business can be disruptive to everyone, including the family, non-family 
employees, customers, and suppliers. 
Succession refers to the processes associated with the movement of 
members out of an organization and the replacement of their function by 
new members (Grusky & Miller, 1970). Heller (1989) asserts that 
succession is a change process which is played out by the loss of the 
predecessor and substitution of the successor. 
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Succession can prevent organizations from stagnating, that is to 
say, the instability created can contribute to the adaptation of the 
organization. The very fact that a new person is in a position of 
authority, anxious to prove his/her abilities, can lead to basic policy 
changes. In addition to seeking an internal equilibrium, organizations 
need to constantly adjust to their environment as well. Without 
succession, bureaucracies would tend to lose the flexibility which they 
especially require (Grusky, 1960). 
2.3 How Does Succession Work? 
A new successor brings new and different ingredients to the old 
system. This usually provides for creative and stimulating challenges 
to the organization. These challenges can be seen as dangers or 
opportunities by the organization. Bennis (1965) believes that 
everything, including profits, sales, efficiency, morale, and operations 
become secondary to the spontaneous readjustment to changing conditions. 
Carlson (1962) and Grusky (1960) note that it should be expected 
that the less effective an organization is in achieving its goals, the 
greater the instability and disruption created by succession. Communi¬ 
cation, lines of authority, decision-making, and human resource 
management are but a few areas affected. 
Based on Grusky's (1963) vicious circle theory, I see succession 
working in a helical fashion (see Figure 1). It begins with the desire 
or need for change, which ultimately causes succession. With the 
successor in place, change occurs, bringing about increased production 
and revenues. Complacency follows and with it comes decreased 
production and revenues, which lead to a desire and need for change. If 
change does not occur after complacency, the enterprise will fail. 
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Complacency is one of the most dangerous enemies of the CEO. In 
its most common form, complacency is a state of mind that sees the 
company's struggle for profits and growth as a thing of the past. 
"Having fought its way through the start-up years to success, management 
believes that it can turn off the afterburners, scale back and rest on 
its laurels." No business can stand in place. It either moves forward 
or it falls behind and fails (Stevens, 1990b). 
Change 
A 
Decreased 
Production/ 
Revenues 
Increased 
Production/ 
Revenues 
Figure 1. Helix of Change 
2.4 What is Effective Succession? 
Statistically, there are far more ineffective successions than 
effective ones. Barnes and Hershon (1989) in their Family Business 
Review article, write, 
The transition problem affects both family and non-family 
members. Brokers and bankers, professional managers, 
employees, competitors, outside directors, wives, friends, 
and potential stock investors all have more than passing 
interest as a company moves from one generation to the next. 
Some of these transitions seem orderly. Most, however, do 
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not. Management becomes racked with strife and indecision. 
Some, heirs, key employees, and directors, resign in protest. 
Families are torn with conflict. The president-father is 
deposed. Buyers who want to merge with or acquire the 
business change their minds. And often the company dies or 
becomes stagnant. (pp. 187-188). 
Rosenblatt, de Mik, Anderson and Johnson (1985) report that the 
succession processes that seemed to go the smoothest were those that 
involved clear leadership, good communication skills, the ability to 
resolve conflict, and a defined plan leading ultimately to the crowning 
of the successor and the departure of the incumbent. Furthermore, 
effective succession prevails when a parent is able and willing to give 
up control and there is at least one offspring who has the competence 
and desire to take over. 
Bork (1986) adds that effective succession needs to have the 
successor and incumbent develop a willingness to learn new techniques 
for sound interpersonal relations before the incumbent can think about 
leaving the business, and this does not happen overnight, especially if 
the incumbent is well-liked and highly thought of. As Gordon and Rosen 
(1981) point out, "although the effects of an individual leader are 
constrained by organizational imperatives, the personality and style of 
a predecessor can create lasting effects making change by a successor 
difficult to achieve." 
Alcorn (1982) and Danco (1982) believe that effective succession 
involves patience on the part of the successor: realizing that the use 
of threats, ultimatums, and demands toward the incumbent will only delay 
the process. The incumbent needs to understand the successor's 
impatience, and the successor needs to understand the incumbent's 
reluctance. Ultimately, the incumbent must let go. According to 
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Longnecker and Schoen (1979), effective succession, in part, is achieved 
when the successor has taken over as leader of the organization and has 
the title of president and/or CEO. Aronoff and Ward (1990) add that 
effective succession involves a clearly marked point in time when the 
incumbent steps aside and out of the picture, thereby allowing the new 
CEO to operate without interference from the predecessor. 
Barnes and Hershon (1989) suggest that effective transitions are 
those old vs. young struggles in which "both the family managers and the 
business change patterns. For this to happen, 'the old man' must face 
the decision of helping the company live even though he must die." 
Dr. Leon Danco is one of the leading authorities on family 
business. In a telephone conversation with him (November 19, 1990), I 
asked him to define effective succession for me to use in my research. 
He said, "Effective succession is realized when the son is in place as 
CEO and the father and mother are no longer involved in the business in 
any way. It is when the father finally 'lets go.'" 
Rosenblatt, de Mik, Anderson, and Johnson (1985) believe that the 
effective successor needs to be more than just a daughter or son. This 
person must be well prepared to handle the job. This would include 
leadership skills, business savvy, good communication skills, supportive 
supervision, and the opportunity to make mistakes. 
Some successful transitions include outside evaluation of the 
potential successors' managerial skills and knowledge, either 
as a means of identifying needed training or as a means of 
deciding whether a potential successor is able to do the work 
of the chief officer. (p. 188) 
Gardner (1987) reminds us that most people are not totally prepared for 
new jobs, hence the emphasis for a needs assessment. He believes that 
leadership can be taught - that is 90 percent of it; the remaining 10 
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percent cannot be taught. This 10 percent of which he speaks consists 
of physical energy and stamina. 
Effective succession is more than blood relations. In speaking to 
managerial competence related to the entrepreneur, Schollhammer and 
Kuriloff (1979) wrote, 
The business world generally accepts the statement that 
management requires a combination of science and art. 
Insofar as management is an art, the skills may come from 
personal qualities resulting from early conditioning or 
learned through personally controlled experience. Insofar as 
it is scientific, those skills may be deliberately acquired 
through learning. One school of thought outlines the 
practice of management as planning, organizing, staffing, 
directing, and controlling. (p. 24) 
The most recent and, in my opinion, consummate definition of 
effective succession is offered by Churchill and Hatten (1987). They 
suggest that effective succession is actually two aspects: transfer of 
ownership or control of property rights; and transfer of management 
control of operations and strategic direction. "Bad management of the 
business can make the transfer of a property right irrelevant." By 
their definition then, effective succession is not only transfer of 
power from incumbent to successor, but, more important, it is the 
successor's ability to keep the family business healthy by means of 
sustained growth and continued profitability. 
2.5 Inside vs. Outside Succession 
Researchers such as Carlson (1962), Carroll (1984), Gouldner 
(1954), and Grusky (1960) have written about the differences between 
inside successors and outside successors. Inside successors are those 
who are presently employed by the organization, while outside successors 
are new to the organization. There is, clearly, consensus by the 
researchers that there are certain givens to each type: 
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1. Insiders are less likely to cause disruption to the 
organization, whereas the outsider usually affects much 
change, thereby causing great disruption. 
2. The insider stays with the organization longer. 
3. The outsider usually comes in with a different mandate than 
the insider, and this mandate alone is disruptive because it 
is loaded with change. 
4. Frequency of personnel changes is more associated with the 
outside successor. 
5. Outsiders seem to have a quicker and more positive affect on 
profits of the organization. 
Marrison (1975) sees succession as a cycle which goes through 
three stages -- before, during, and after succession. Stage one is when 
the CEO and/or others recognize the need to replace the CEO sometime in 
the future. This stage is accompanied by a discussion regarding the 
future of the organization and whether it should continue or cease to 
operate. During this stage, people feel insecure and experience 
friction and rivalry. Stage two starts as soon as a successor is 
appointed. Efforts are concentrated on installation of the successor, 
while simultaneously preparing for the retirement process of the 
incumbent. Stage three occurs after the succession is finalized. This 
is the period of introducing change, taking control, and dealing with 
the retired CEO. 
2.6 The Entrepreneur 
Since the entrepreneur is virtually always the founder of the 
business, it is appropriate, therefore, to understand this person. For 
the record, the only exception to the entrepreneur/founder role would be 
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the rare situation when an existing organization decides to develop a 
subsidiary or ancillary organization for purposes of expansion or 
experimentation. In these situations, an insider manager is usually 
chosen to lead the venture, and funding is provided by the parent 
organization. 
"Currently, no single definition of 'entrepreneur' has been 
uniformly accepted in the literature" (Carland, Hoy, & Carland, 1988). 
In an attempt to put some form to entrepreneurship, Gartner (1988) 
states, "the entrepreneur is not a fixed state of existence, rather 
entrepreneurship is a role that individuals undertake to create 
organizations." Lavington (1922) wrote that the entrepreneur "may be a 
private businessman, a partnership, a joint stock company, a cooperative 
society, a municipality, or similar body" (p. 19). John Stuart Mill 
made the term entrepreneur widely known in 1848 when he differentiated 
the entrepreneur from the manager by saying that the entrepreneur was 
inherently a risk-taker, whereas the manager was not (Brockhaus, 1980). 
The literature is replete with observations and descriptions of the 
entrepreneur. 
Shook (1980) and Stoner and Frye (1982) describe the entrepreneur 
as one who chooses ventures for the opportunity to experience the 
challenge and sense of satisfaction. Schumpeter (1934) portrays the 
entrepreneur as the means by which society and the economy are 
transformed. Silver (1985) wrote, "An economy is governed by its 
entrepreneurs. An economy is the effect for which entrepreneurship is 
the cause. Entrepreneurs set economics in motion; start the game; bring 
the ball, bat, and gloves" (p. 13). McClelland (1976) sees the 
20 
entrepreneur as the ultimate creator on earth. Collins and Moore (1970) 
stated 
We distinguish between organization builders who create new 
and independent firms and those who perform entrepreneurial 
functions within already established organizations. Perhaps 
we are, after all, thinking of the entrepreneur in the way 
Schumpeter (1970) viewed him: everyone is an entrepreneur 
only when he actually carries out new combinations, and loses 
that character as soon as he has built up his business. (p. 
10) 
The literature shows the entrepreneur as having: extraordinary 
foresight; gut instinct; survival expertise; confidence; little or no 
fear of failure; willingness to go to extremes to achieve goals; 
resilience; very good interpersonal skills; enthusiasm; high energy; and 
the drive to succeed. Maslow (1970) sees this drive for success as a 
competitor to human needs, e.g., air, water, clothing, food, love, 
shelter, and sleep -- and the human needs do not always win. "One 
consistent theme appears in the literature on the wealth of nations, 
however; it points to a special class of individuals who have been the 
initiators of economic growth. These persons are known as 
entrepreneurs" (Schollhammer & Kuriloff, 1979, p. 7). 
In an article written for Organizational Dynamics. Edgar Schein 
(1983) emphatically wrote that entrepreneurs are very strong-minded. 
"Typically, they already have strong assumptions about the nature of the 
world, the role their organization will play in that world, the nature 
of human nature, truth, relationships, time, and space." Kao (1991a) 
advocates that entrepreneurship is more about people and their passions 
and less about technical skills. Schumpeter (1942) described the 
entrepreneurial function as being one that does not consist of invention 
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or creation -- it consists of getting things done! And, certainly, high 
on the list of getting things done is making money. 
The literature generally speaks of the successor as being a male, 
but there is enough information about female successors and entre¬ 
preneurs to make comparisons. Overall, there do not appear to be enough 
differences about which to make a case. The biggest difference, 
perhaps, is the ratio of men to women who are entering the 
entrepreneurial ranks; the number of women entering these ranks is 
definitely on the rise. Other than that, most differences seem to be 
minor. Hisrich and Brush (1985) note that the motivational factors for 
women starting a business are (listed in order of importance): 
independence; job satisfaction; achievement; opportunity; financial 
reward; status/prestige; power; economic necessity; and career security. 
Clearly, there is little difference between men and women regarding 
entrepreneurial motivation. Furthermore, Hisrich and Brush (1985) show 
other traits of female entrepreneurs that, again, are similar to their 
male counterparts. These are; most are first-born; come from middle- 
class families; most have fathers who are self-employed; and they are 
similar to their fathers in character, but are closer to their mothers. 
All CEOs must know how to make money (profits) for their 
organizations (Ries & Trout, 1986). The public company CEO must ensure 
the greatest possible return on equity for all stockholders. "The CEO 
of the private company must only satisfy himself and his family" 
(Barmash, 1978, p. 205). However, profits are a necessity to the growth 
of all businesses. Without profit, companies cannot grow; without 
growth, companies atrophy (Drucker, 1986; Hailstones & Rothwell, 1985; 
Moyer, McGuigan, & Trivoli, 1979). According to Dun and Bradstreet 
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(1988), over 60 percent of business failures are due to the CEO's 
inability to make enough profits. 
The successful CEO needs certain qualities to meet the challenges 
facing organizations today. He/she must be able to think creatively, 
deal with ambiguity, manage cultural boundaries, and delegate 
effectively (Garatt, 1986). Steiner (1983) points to seven key 
qualities: leadership, profit consciousness, vision, familiarity with 
political and public affairs, excellent communications skills, 
administrative ability, and the ability to set a moral tone for the 
organization. 
Danco (1980) sees successful entrepreneurs as having three 
qualities: 
1. They have a vision and the ability to articulate that vision 
to others. 
2. They are able to constantly redefine priorities necessary for 
organizational continuity. 
3. They and their families are able to cope with a rapid rise in 
socio-economic status without being overwhelmed. 
John Kao (1991b) of Harvard Business School urges that 
entrepreneurship and creativity are definitely linked, particularly with 
the founder- entrepreneur. Teresa Amabile (1983) agrees and adds that 
this creativity is defined as a product or idea that is novel, useful, 
or valuable to the task at hand. She stresses that the path to this 
creativity is heuristic and not algorithmic. 
Since most entrepreneurs need to be creative (Gilder, 1984), it 
can be assumed that Roe's (1963) list of attributes of the creative 
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person fit nicely into the many profiles of the entrepreneur. The list 
includes: 
self-reliant; 
persistent; 
risk-taking; 
beyond most external control; 
autonomous; 
creative vision; 
open to new experience; 
curious and inquisitive; 
keen observation; 
wide tolerance for ambiguity; and 
free thinker. 
Planning is a skill that must be present at all times whether it 
be innate or learned (Gluck, Kaufman, & Walleck, 1983; Seashore, 1986). 
It is necessary that this ability to plan encompass both short-term and 
long-term (Kanter, 1983; Linneman & Kennell, 1983) in order to 
anticipate the needs of the organization, financial, human resource, 
political, environmental, or operational (Bok, 1986; Garrison, 1985; 
Heldey, 1977; Mintzberg, 1986; Nadler, 1980). 
The literature describes entrepreneurs as having been poor 
employees. They received the least satisfaction working for someone 
else. Many of them get started on their own because they could not hack 
it as employees and ended up getting fired (Jones, 1987; Shapero, 1975). 
Jones (1987) suggests that studies have shown that the entrepreneur is 
generally less capable than his competition in the intrapreneurial 
niches of large corporations to keep pace and exploit these social 
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transformations. Silver (1985) states, "Entrepreneurs are people 
dissatisfied with their career paths who decide to make their marks on 
the world by developing and selling products or services that will make 
life easier for a large number of people" (p. 20). 
Pat Alcorn (1982) finds many entrepreneurs coming from poverty. 
She also believes there may be a common childhood, where the father was 
authoritarian, causing the entrepreneur to dislike taking orders, thus, 
one of the reasons to go into business for oneself. In her book, she 
says entrepreneurs are not high on education and prefer to learn on the 
job. She agrees with most researchers that the entrepreneur is a true 
risk-taker with lots of drive and ambition. They go into business for 
economic and/or authority needs. The business becomes an extension of 
self. It is as if the business becomes a child of the entrepreneur, and 
it cannot be given up to anyone else. 
Collins and Moore (1970) suggest that the entrepreneur's behavior 
has been affected by a fear of one's father. Later in life, this fear 
makes one uneasy when subordinated to any strong male authority. This 
relationship is probably one reason the entrepreneur finds life and 
survival difficult in the big organization. 
Levinson (1971) pretty much agrees. He, too, believes many 
businesses are begun by the entrepreneur who uses it to escape conflict 
and rivalry with his/her father. Similarly, Henry (1963) suggests that 
those who start their own businesses may have great need for self- 
respect, and that these needs are demonstrable in their competitiveness. 
Starting a venture is an expression of individualism. 
Lucy Howard (1990) sums up the entrepreneur as being male- 
dominant, by a 3-1 margin; average age of 28.7; works an average of 52.5 
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hours per week, as compared to other Americans who average 43.5 hours; 
and most say independence or the opportunity to be their own boss is the 
rationale for self-employment. 
2.7 Small Business - Family Business 
The United States is comprised of two economies -- big business 
and small business. A small business is privately owned or closely 
held, if it's a public corporation. Barnes and Hershon (1989) show that 
95 percent of all businesses are family-owned or family-controlled. 
There are two types of small businesses: first, the business where the 
entrepreneur is the chief worker, and employees act as assistants; 
second, the business where the entrepreneur manages and directs the work 
of the employees (Solomon, 1986). 
Family businesses, like most businesses, are constantly changing. 
These changes are initiated by natural forces that are usually 
predictable. Ward (1987) lists five: 
1. The general nature of the business; 
2. the character of the organization; 
3. the motivation of the owner; 
4. the family financial expectations; and 
5. the family goals. 
In his book, Solomon (1986) maintains that small business and/or 
family business has always been a shock .absorber to our economy by 
virtue of its new-job creativity. He demonstrates this by showing that, 
between 1974 and 1984, Fortune 500 employment shrunk by 1.5 million 
jobs, while the United States, as a whole, added 20 million net new jobs 
-- more than 60 percent coming from small businesses (p. 10). 
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Robert Howard (1990) echoes this by informing us that, between 
1980 and 1986, manufacturing employment in companies with over 500 
employees declined 10.8 percent -- nearly 1.8 million jobs. During 
the same period, manufacturers with less than 100 employees added 
326,000 jobs --an increase of 7.5 percent. 
Solomon (1986) emphasizes the huge impact of small business/family 
business in our economy. According to him, it dominates our wholesale 
and distribution networks; it's the biggest player in retailing, with 
over a third of all retail outlets in America; it commands over two 
thirds of the construction business; it accounts for 25 percent of the 
transportation, communication, and public utilities sector; and it 
controls over half of the finance, real estate, and insurance 
businesses. 
It is, however, important to remember that, though most small 
businesses are family-owned, not all family-owned businesses are small. 
Burch (1972) reported that almost half of the largest public-held 
corporations are family controlled. 
In 1979, Newsweek published a story on small business in the 
United States. They showed that 58 percent of all American workers are 
employed by small businesses. Furthermore, these businesses accounted 
for more than 43 percent of the GNP. However, there is, unfortunately, 
a down side to this. The failure rate for new businesses is over 50 
percent within the first five years of operation, according to Dun and 
Bradstreet (1988). The entrepreneur's new business venture is, 
therefore, risky. 
In the beginning, it's not a business -it's a hope. 
Insecurity is the prevalent feeling; the family never sees 
Dad; Mom becomes the backbone of the family; and life takes 
on a new meaning. Most entrepreneurs drop out here. Those 
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who don't, succeed - but they have to pay the price. (Danco, 
1980, p. 51) 
The most discouraging numbers are given to us by Ward (1987). He 
believes that less than 30 percent of family-owned businesses survive 
long enough to reach the third generation, and fewer than 15 percent are 
able to get through that generation. 
According to Dun and Bradstreet (1988), 98 percent of all business 
failures in the United States are the result of incompetent people in 
the CEO position. Specifically, the reasons for demise are insufficient 
profits, incompetence, and/or unbalanced experience, inadequate sales, 
and inability to control expenses. The aforementioned downfalls are the 
direct responsibility of the CEO, irrespective of size, be they large, 
small, or family business. 
2.8 Linking Succession with Family-Owned Business 
Family-owned business is defined as any business in which majority 
ownership or control lies within a single family, and in which two or 
more family members are or, at some level, were directly involved in the 
business (Rosenblatt, de Mik, Anderson, & Johnson, 1985). 
Family business appears to offer far more pluses than minuses for 
the succeeding generations. According to Pave (1985), "family 
businesses promise their recruits more work, more freedom, and probably 
more money than their corporate peers - and, as a valuable fringe 
benefit, the chance to view a company whole." 
Birley (1986) , asserts that one of the foremost problems of 
organizations is the choosing of a successor to the chief executive. 
Passing the business from one generation to the next is certainly the 
best option, if it is an option. In fact, it is so desirable that a 
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more qualified outsider may be passed over in favor of a less qualified 
family member (Van Voorhis, 1980). 
Ambrose (1983) suggests that one reason for businesses ceasing is 
the lack of succession candidates. Kids of today do not always share 
the same values as their parents. Many do not agree with or desire the 
same life style as their parents, hence, many choose work and careers 
outside the family business. This would, perhaps, be one explanation 
why so few family businesses survive beyond the founder's career. 
Another reason for the low survival rate among family-owned business is 
offered by Sonnefeld and Spence (1989), who suggest that the family 
business leader often is affected by succession more than the non-family 
business leader. They relate this to the notion that family identity of 
the chief executive is tied to his identity as the leader. They feel 
that they may lose their position as leader of the family when they 
leave the family business. 
Lansberg (1988) suggests that succession planning is shunned not 
only by the founder but also by the family and other stakeholders. He 
claims that feelings of ambivalence toward succession are the cause. 
Dyer (1988) and Handler and Kram (1988) believe that certain factors 
help or impede succession planning in family-owned businesses. First, 
the comprehension and willingness of the incumbent to relinquish power, 
authority, and title; next, the amount or lack of external support for 
succession planning; and the level at which the stakeholders are willing 
to discuss the succession process and its implication for the family. 
"For most families, succession is the most painful time in the life 
cycle of a business. Parents fear letting go. Successors crave 
autonomy. Each side feels the other is selfish" (Aronoff & Ward, 1990). 
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One of the biggest problems of succession planning in family 
business is the secrecy by which they operate. They keep things to 
themselves; use archaic bookkeeping systems; and spend their business 
lives avoiding taxes and pretending to be immortal (Benson, 1989; 
Bulloch, 1978). 
Planning, in general, looms as problematic for family business 
owners. They see it as stifling and a constraint upon their business 
flexibility. Planning means sharing knowledge which violates the veil 
of secrecy under which the entrepreneur operates. Mostly, though, 
planning is associated with change, which is an unwelcome behavior for 
the chief executive (Ward, 1987). 
Some researchers of family businesses hold that the culture of the 
family business is an important factor in the process of organizational 
continuity. According to Dyer (1986), succeeding generations, 
particularly the second and third, take on one of four business cultural 
patterns; 
1. The "paternalistic culture," where one person is the obvious 
authority figure. This is common in second-generation 
successions. 
2. The "laissez-faire culture" is also common in second- 
generation leaders. It usually occurs when the family is 
overly trusting; the family has little knowledge of the 
business; or if the second generation members lack desire or 
commitment to the continuity of the business. 
3. The "participative culture" is one where the successors 
create boards, committees, or groups to mediate their 
disputes. 
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4. The "professional culture" occurs when the family wants to 
remove itself from day-to-day business and brings in a "hired 
gun. " 
Furthermore, Dyer (1986) points out six common situations that 
initiate crises in the family and the business: 
1. the founder's death or illness; 
2. the founder's retirement; 
3. merger or sale of the company; 
4. extraordinary growth; 
5. serious decline of profits; and 
6. major changes in the products, markets, or technologies. 
(pp. 80-81) 
Family businesses seem to all have the desire to perpetuate the 
business and a deep need to maintain solidarity within the family 
(Lansberg, 1983; Marcus, 1980; Miller & Rice, 1967). According to the 
literature, the biggest problem for family-owned businesses, clearly, is 
succession. This problem becomes a nightmare if the chief executive 
dies suddenly and unexpectedly. Sonnenfeld and Spence (1989) probably 
had this in mind when they proposed that the family needs to act early 
in preparing for the leader's departure by initiating an effective 
development program for the heir apparent or successor. Lansberg (1988) 
suggests that the idea alone of discussing the leader's departure can be 
so emotional and painful, it causes families to avoid it. In the final 
analysis, the family-owned businesses that do not do succession planning 
end up being sold at less than market value when the chief executive is 
ill, too old, or dying. For the few who do make plans for succession, 
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the process is long. According to Aronoff and Ward (1990), "succession 
is an evolutionary process taking a total of five to 15 years." 
In his book, The Hero's Farewell. Sonnenfeld (1988) found that 
most founders reported that leaving the business is like abandoning a 
close friend or even a family member. Their personal identities become 
intertwined with the business. Moreover, just the thought of planning 
succession strikes fear of abandonment by their children. Some even 
liken it to a predisposition to dying. 
Saddler (1990) suggests that the inheritance laws cause many 
businesses to close down. Up until 1987, the estate tax law known as 
section 2036-c of the tax code prevented numerous family businesses from 
succeeding. An example of its impact on succession would be a 62-year- 
old owner of a business worth $1 million in 1975, who decides to pass 
the concern on to a son. The owner gives the son $200,000-worth of 
common stock, and keeps $800,000 of preferred stock. Twelve years 
later, the owner dies when the company has a value of $4 million. Under 
2036-c, the estate owes $3.8 million (market value less the value of the 
common stock). The son doesn't have the money to pay the taxes and is 
forced to sell the company. As Petter and Cross (1989) put it, "It puts 
to rest a great number of traditional strategies for passing along the 
family business, and it absolutely requires a close analysis with legal 
counsel of any plan that invests in the next generation." 
David Rhine (1990), a tax partner at BDO Seidman, suggests that 
fewer than half of the nation's family-owned businesses have a 
succession plan. He estimates that only about a third of these firms 
have a written plan. "In the event of an owner's sudden death, the 
company not only faces a sudden cash drain because of estate taxes, the 
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Rhine (1990) believes that about business itself might be in jeopardy." 
a third of all family businesses have their children working in them, in 
some capacity, and most of them want the children to succeed them, 
despite the lack of a succession plan. But, "they don't find it 
pleasant to deal with their own mortality." First generation owners are 
least likely to plan for succession because of their inexperience. 
Levinson (1971) suggests that the founder doesn't want the 
successor to take the "child or lover" (the business) away. The words 
say one thing - the actions another. The founder wants succession, but 
at the same time is reluctant to transfer power and authority. This 
dilemma is called "letting go." Davis (1982) identifies "letting go" by 
the older generation as the single largest problem for successors. It 
is, fortunately, a problem that can be anticipated through succession 
planning. 
Toth (1987) adds that most owners, especially those in their 
forties and fifties, believe they can wait another 20 years before 
commencing plans for succession. Bork (1986) suggests that many 
entrepreneurs feel they will live forever and that the business will 
always be run by them, so succession planning is never really given 
serious consideration. As hard as it may seem to believe, Danco (1982) 
notes that in some cases owners avoid succession planning by willfully 
killing off the business by intentionally failing to provide for its 
continuity. This happens when the owner cannot face being replaced. 
The one time succession planning is taken seriously and actively is when 
the chief executive is dying or seriously ill (Bork, 1986; Danco, 1980). 
In many instances, the founder puts off succession plans for so 
long that it causes potential successors to leave the firm. In the 
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process, the founder grows old, stale, and ineffective (Bennett, 1990). 
A good example of this would be Henry Ford, Sr. He steadfastly refused 
to consider succession planning. He retained absolute power and 
authority at the Ford Motor Company until 1947, when he was 84 years 
old. In the process, he drove Ford to the brink of bankruptcy (Clemons 
& Mayer, 1987). 
Ward (1987) mentions a few of the reasons keeping the survival 
rates low. He believes one of the primary reasons family businesses 
have short life spans is succession, or the lack thereof. Also added to 
this are the interplay of personal, family, and business decisions; 
ability to retain competent non-family employees; and the ability and 
willingness to balance personal and corporate finances. 
Goldwasser (1986) adds that family businesses have an average life 
span of 24 years, which coincides with the founder's career in the 
enterprise. Blotnick (1984) suggests that fewer than five percent of 
all businesses actually become family businesses via succession. And, 
yet, it should be pointed out that the entrepreneur/CEO stays in the 
leadership position longer than most other types of CEOs. See Figure 2 
for a graphic comparison. 
Trow (1961) lists seven reasons for the absence of succession 
planning: 
1. Size of management group: the smaller the firm, the greater 
the probability there will not be a successor-in-waiting. 
2. Growth: succession planning usually does not happen if there 
is no growth in the organization. 
3. Ownership: smaller firms are more likely to be family-owned. 
Succession planning is uncommon in family-owned enterprises. 
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4. Short-term thinking: most small firms are likely to be 
concerned with short-term projects, which by itself generally 
rules out succession planning. 
5. Outside counsel: small firms are less likely to use outside 
resources. This further reduces the likelihood of succession 
planning. 
6. Retirement: many small firm chief executives do not plan to 
retire, hence no need for succession planning. 
7. Procrastination: small firms traditionally list succession 
as a subject to be pondered at some future point in time. 
Ward (1987) speaks to the decline of family-owned businesses: 
The dying family business so permeates our business culture 
that it has become legendary. Expressions such as shirt¬ 
sleeves to shirt-sleeves in three generations, rags to riches 
to rags; barn stalls to stars to barn stalls. All these 
phrases suggest the same story. The first generation builds 
the business, the second generation milks or harvests it, and 
the third generation must either auction what is left to the 
highest bidder or start all over again. (p. 1) 
Boswell (1973) suggests that there appear to be a number of 
factors present in effective successions. These are: good economic 
conditions of the business; appearance of good economic attraction to a 
potential successor; a business that can support the successor's 
training; a business that can support one or more executives during 
succession transition; and a business that can fund the retirement of 
the predecessor. 
2.9 Continuity Alternatives for the Founder of the Family-Owned 
Business 
Sooner or later, the day comes when the entrepreneur/founder 
ponders the future. This can be initiated by many things: age; health; 
thoughts of retirement; boredom; complacency; declining sales or 
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profits; or the desire to try something new. Churchill and Lewis (1983) 
are more specific. In an article written for the Harvard Business 
Review, they wrote about what they called the five growth phases of a 
small company. In summary form, phase I was growth through creativity. 
This is the time of "starting at the beginning" -- getting customers, 
delivering products, and providing services. Phase II, growth through 
direction, essentially is survival -- generating a positive cash flow by 
keeping a firm grip on revenues and expenses. In the third phase, 
growth through delegation, success has been attained and the owner now 
looks to the future of the company and his own future. Their approach 
is similar to the product life cycle theory which has been written about 
by several prominent researchers (Doyle, 1976; Kotler, 1965; Sproles, 
1981; Wasson, 1978; Weber, 1976). A business, or a product's life 
cycle, or sales/profit potential, will change over time. These changes 
will invariable impact the long-range plans (Kotler, 1984). See Figure 
3 for a graphic explanation. It is usually at the maturity stage that 
thoughts of selling or merging the company become an option. For some, 
it is an extremely profitable option, and for others, it is an 
opportunity to reach freedom by being autonomous. Bennis (1975) most 
aptly expresses the yearning for freedom common to all CEOs at one time 
or another: 
Time was when the leader could decide - period. A Henry Ford 
or a Carnegie could issue a ukase - and everyone would 
automatically obey. Their successors' hands are now tied in 
innumerable ways: by governmental requirements, by union 
rules, by the moral - and sometimes legal - pressures of 
organized consumers and environmentalists. As a supposed 
leader, I watch with envy the superior autonomy of the man 
mowing the university lawn. He is in complete control of the 
machine he rides, the total arbiter of which swath to cut 
where and when. I cannot match him. (pp. 148-149) 
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When CEOs begin to ponder the future, Lansberg (1986) suggests that 
there are six options or alternatives available to them: 
1. Choose a successor. This allows the family to retain control 
over the business. 
2. Choose a successor and sell stock of the company in order to 
garner capital to support growth. 
3. Sell the firm for cash. Owners find this to be an attractive 
option because it is a cash windfall. Reasons for this 
decision could be for estate planning, or lack of a potential 
family-member successor, or poor health. 
4. Merge the firm for stock in the merging company. This could 
allow the founder to share responsibility of the firm while 
possibly remaining as the CEO. 
5. Dissolve the business. This would mean liquidation and 
finality of the organization, including loss of jobs for the 
employees. This option would be advisable for estate 
planning reasons or if the business was failing. 
6. Avoid the decision and choose to do nothing. This could have 
disastrous estate possibilities in addition to causing the 
firm to be greatly dependent on the founder. Lansberg (1986) 
believes that this option is the one of the six that is most 
often chosen. 
If the choice is succession, it must cause the business, with all 
its members, to experience great change. The attempt to navigate 
succession's waters can lead to clear sailing and treasure, or to 
disaster. 
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2.10 Succession and its Effects on the Stakeholders 
Hollander (1983) cautions that sometimes the nature of business is 
contradictory to the nature of the family: business is objective, but 
families tend to be emotional; business offers protection to no one, yet 
families protect each other. These contradictions along with others 
cause ambiguity, confusion, and stress for most family members. This 
can be most pronounced during succession. 
Family members working together in business is truly paradoxical. 
As family members, they enjoy closeness and being together. However, as 
individuals, they value autonomy and their space (Rosenblatt & Titus, 
1976). Additionally, family pride and traditions play an important role 
in the affairs of a small family firm, and this is both a strength and a 
weakness (Christensen, 1953). 
Several researchers (Beckhard & Dyer, 1981; Davis and Stern, 1980; 
Lansberg, 1983; Kepner, 1983) have spoken to the notion of business 
system and family system in the family business. These systems, at 
times, are diametrically opposed and can cause the demise of effective 
succession. Lansberg (1983) states, 
These institutional differences between family and business 
stem primarily from the fact that each exists in society for 
fundamentally different reasons. The family's primary social 
function, on the one hand, is to assure the care and 
nurturance of its members. Thus, social relations in the 
family are structured to satisfy family members' various 
developmental needs. 
The fundamental raison d'etre of the business, on the 
other hand, is the generation of goods and services through 
organized task behavior. As a result, social relations in 
the firms are, on the whole, guided by norms and principles 
that facilitate the productive process. 
In their formative years, family firms often benefit 
from the overlap between family and business principles. 
During this stage, the firm's social dynamics are still 
highly organic, with all employees reporting directly to the 
founder/entrepreneur. The informal nature of familial 
relations is frequently carried over into the firm, serving 
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to foster commitment and a sense of identification with the 
founder's dream. In addition, during these early days, the 
family often provides the firm with a steady supply of 
trustworthy manpower. 
As the business matures, however, and more complex 
organizational forms emerge, institutional overlap between 
family and firm begins to generate conflicts in the 
organization. Typically, these conflicts manifest themselves 
in the form of normative contradictions whereby what is 
expected from individuals in terms of family principles often 
violates what is expected from them according to business 
principles. (p. 40) 
Bowen (1978), a noted psychiatrist, was one of the pioneers in 
family-systems theory. In this regard, his approach to the family 
system was that a patient was not only an individual but also an 
integral entity influenced by the family, its customs, culture, and 
history. He advocated that helping the individual could be achieved by 
treating the family as opposed to the individual. Bork (1986) believes 
that applying family-systems theory in family-owned businesses is a key 
to uncovering family patterns that are detrimental to the growth of the 
organization. Once these patterns are exposed, corrective action can be 
taken to eliminate or minimize them, thereby allowing the family-owned 
business to forge ahead. McCollom (1988) warns that these patterns need 
to be clearly understood by all parties before reacting to them. 
Ward (1987) believes that successors should be brought into the 
enterprise well in advance of actual succession. He stresses three 
things: 
1. Have the successor get experience working for a firm outside 
the family business. 
2. Upon entering the family business, give the successor a 
specific and necessary job. 
3. Appoint a mentor - not a parent - to teach and evaluate. 
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Bork (1986) says: 
Grooming children for entry into the family business can 
begin at an early age. The attitudes of children toward the 
business will be formed by their parents' discussion of the 
business at home. When parents are positive about the 
challenges and demands of their work, the children will adapt 
a similar viewpoint .... children who have "fun" in the 
family business grow up with good attitudes toward it and 
have a sense of pride in belonging to their family. (p. 116) 
Conversely, Lansberg and Astrachan (1990) suggest that there are 
many things that a parent can do to block a child's desire to enter the 
family business. Here are some of them. 
1. Grumble frequently at the dinner table about your business, 
portraying it as an unsatisfying place. 
2. Be vague about qualifications for joining. 
3. In your effort to grant your children freedom of career 
choice, fail to tell them they are welcome in the business. 
Bork (1986) believes potential successors should enter the 
business "with portfolio": 
1. Three to five years of employment in a job or jobs that have 
depended on competence, skill, and sustained performance. 
2. Experience in directing the activities of others. 
3. Recognition for demonstrated competence in the job. 
4. Evidence of ability to manage relationships, both with peers 
and superiors. 
5. Evidence of ability and willingness to take initiative on the 
job. 
6. Evidence of having been a valued employee with legitimate 
contributions to make. (pp. 122-123) 
Mark Stevens (1990a) adds: 
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Require that children and other family members work in 
the business for at least three years before joining the 
company. This gives them the opportunity to function 
independently, to build feelings of self-esteem and to gain 
valuable experience they can bring to the family business. 
Require that family members entering the business satisfy the 
same entry requirements as non-family members. If a college 
degree has always been a minimum requirement for employment 
in the company, make sure that this applies across the board. 
By the same token, pay family members the same salary as all 
others serving in similar capacities. Put limits on the 
number of family members allowed to join the business. 
Unless this is done, children, nieces, nephews, uncles, and 
grandchildren will command a lopsided share of the job 
openings, eliminating opportunities for other (perhaps more 
talented) candidates. When this happens, the business may 
forfeit the cream of the talent crop, leaving the best 
prospects to its competition. 
Danco (1980) says the keys to effective succession are: 
1. motivated successor; 
2. organized teams of managers; 
3. competent advisors; 
4. uncomplicated, rational ownership hierarchy; 
5. accommodating heirs; and 
6. a working board of outside directors. (p. 9) 
Effective succession requires education of the successor and the 
incumbent. The successor needs to make mistakes and be able to receive 
support from the incumbent. Some successful transitions involve 
evaluation of the successor's business skills by an outside consultant. 
This information may be critical in deciding what training is necessary 
and if the successor can work with the chief executive (Barach, 
Gantisky, Carson, & Doochin, 1988; Rosenblatt, De Mik, Anderson, & 
Johnson, 1985). 
Bork (1986) writes: "The simplest way to plan for succession is to 
ask two questions: Where is the business going? and who in the famiIn 
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if anyone - has the skills and leadership abilities needed to get it 
there?” (p. 113). 
When the owner brings a son/daughter into the business, this 
signals that a successor has been chosen. In doing so, the owner 
creates problems. First, the successor must prove his/her ability to 
other executives. Second, s/he has to have the real authority which 
comes from associates' respect. Third, the problem of succession in the 
family-owned business is that the incumbent must assume the role of 
coach and teacher to his/her own offspring (Christensen, 1953) . 
Rosenblatt, de Mik, Anderson, & Johnson (1985), on training the 
successor, state: 
From a family systems point of view, it is important to 
realize that the training of a successor requires the 
training of several family members. Most important of all, a 
chief officer who expects or aspires to be replaced by a 
younger family member must do a great deal of self-education. 
The chief officer must learn to manage so as to allow the 
junior person to acquire on-the-job management experience and 
must acquire interests and abilities that will allow a 
gratifying life during and after the transition in power. 
(p. 226) 
The best solution to problems of supervising offspring is to use 
non-family members as supervisors. This would allow for more 
objectivity and greater effectiveness (Beckhard & Dyer, 1981; Kram, 
1985). 
As any pupil who has brought the teacher an apple can 
testify, the mentoring process is filled with emotion. But 
in the business world, where mentor-protege relationships 
often prove decisive in determining who climbs to the top of 
the corporate ladder, they can be fitfully complex. And when 
inevitable frictions go unresolved, they can have dire 
consequences, undermining a company's strategy or forcing 
valuable executives to leave. Under normal circumstances, 
mentoring - the process in which older executives befriend 
younger ones, guiding them and typically advancing their 
careers - can be a positive force. Done constructively, it's 
beneficial for the mentor, protege, and, above all, the 
organization. It builds trust and loyalty and makes for 
44 
better-informed decision making. Problems can arise in part 
because the motives behind mentoring aren't always 
altruistic. The protege may seek the relationship solely to 
advance his or her career. The mentor may be motivated by a 
need for power or control, rather than feelings of loyalty or 
affiliation. Hence, the mentor may feel threatened by the 
protege's rise. (O'Boyle, 1990) 
Ward (1987) adds: 
A well-chosen mentor, that is, a senior manager outside the 
family who has broad business experience, can teach young 
adults much of what they need to know to run a business. 
Ideally, the mentor would also be the business owner's 
complement: a key manager who is deeply trusted and is 
responsible for core business activities outside the owner's 
direct purview. The owner may handle sales and marketing, 
for example; his/her complement may be in production or 
finance. Since the mentor is a trusted, senior manager 
needed by the owner, the mentor's job security is also 
assured. That is a necessary condition if one is to be an 
effective teacher (Ward, 1987, p. 61). 
Epstein (1991), offers six suggestions for owners planning 
succession: 
1. Do not let the offspring reach senior management until he/she 
has worked for someone else at least two years. 
2. Develop a work ethic by allowing the child to earn extra 
money by working in the business, starting at the age of 13. 
3. Have the offspring work several positions under the edict 
that he/she should be treated the same as all other 
employees. 
4. Promotions and salary increases should be earned. 
5. Allow time for one-on-one teaching. 
6. Don't bring business home. 
The literature appears to subscribe to the notion that the key 
player in succession is the incumbent. Danco (1982) seems to be its 
strongest advocator. However, Rogers, Kell, and McNeil (1948) differ. 
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Their studies show that the successor can be the most instrumental 
person in the succession process, depending on self perception. If the 
successor has high self-esteem and strong self-understanding, he or she 
will be the central figure in facilitating effective succession. 
Levinson (1983) concurs, holding that the successor's self-esteem and 
resolve are critical in being able to share or lead the succession 
process with the incumbent. 
Succession is confounded by forces other than the successor and 
the incumbent. The literature is abundant with opinion and inferences 
marking the importance of the spouse's role. The spouse is a key player 
in succession, mainly because this person is usually the true bridge 
between incumbent and successor. Most of the writings refer to the 
spouse as the wife of the incumbent and mother of the successor. This 
person is mostly the person who is the keeper of civility in the 
business and tranquility in the family. This person keeps the peace 
between incumbent and successor (Danco, 1980; Kurts, Boone, & Gleenor, 
1989) . 
Lansberg (1986) believes that the founder's spouse is often a 
resistor to succession planning. The spouse's motivation to resist 
could be the desire to keep everything status quo. The source of this 
resistance is usually the fear of losing income, prestige, or power. 
Employees can be resistors to succession, too. They sometimes are 
resentful of nepotism because they are totally excluded as potential 
successors. Also, most know they have been and will continue to be 
denied perks reserved for family. Probably the biggest reason for 
detraction is their desire to maintain their personal and business 
relationship with the incumbent. This is especially prevalent in 
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paternalistic organizations (Becker & Tillman, 1978; Edison, 1976; 
Lansberg, 1986). 
Sometimes the incumbent's friends or peers are negative 
reinforcers. As Lansberg (1988) points out, the procrastination in 
succession planning is often exacerbated by the owner's peers who, 
themselves, avoid the issue of succession in their own businesses. 
Customers and suppliers, too, have been known to slow down the 
succession machinery. Their motivation is similar in that they are not 
only business associates, but, more importantly, they are friends of the 
incumbent. They worked together for years and built close relationships 
which they are hesitant to give up. The thought of having to start over 
and having to learn and understand a successor is unappealing (Lansberg, 
1986) . 
Finally, Churchill and Hatten (1987) and Peiser and Wooten (1983) 
address stages of age (life stages) as a point of consideration toward 
succession. Davis (1984) suggests that synergy between incumbent and 
successor is more achievable if their ages are compatible. Conversely, 
if their ages do not mesh, the likelihood of effective succession is 
diminished. Specifically, his research shows that if the successor is 
17-25 or 35-40, and the incumbent is 40-50 or 60-70 years of age, the 
odds are greater that both will have a difficult time with the 
succession process. However, if the successor is between 25 and 35 
years of age, and the incumbent is 50 to 60, the process will be 
smoother and, hence, effective succession will be more assured. 
2.11 Who Chooses the Successor? 
Levinson (1971) suggests that it is the CEO who most likely will 
choose the successor. If the CEO is not part of the selection process, 
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the responsibility would be assumed by the board of directors, spouse, 
family, or possibly the financial support entity. 
In the family-owned business, the boss is the boss, and there are 
no procedures for removal or replacement. Succession is an informal 
matter in the family business, and it becomes serious only when the 
owner dies or decides to retire (Alcorn, 1982). When that time comes, 
one way to select the best successor candidate, according to Ward 
(1987), is to allow the 
family offspring to select their leader by allowing him or 
her to surface naturally during various group assignments. 
Such assignments may concern affairs outside the established 
family business -- for example, the start-up of a new 
venture. The final endorsement may be made by the owner or 
by a board of directors after observing how the offspring 
work together. Family shareholders might also hold a formal 
election; this is an approach particularly appealing to large 
families. Leadership traits on which to base such a decision 
include reliability, a stable character, and the ability to 
develop consensus within the family and to effectively lead a 
group as a team. Determining who is the "best" candidate may 
also depend on the future course of the business, not just on 
leadership traits. (p. 63) 
One might perceive the succession process as quite simple in the 
family-owned business. On the contrary, what experience or training 
does the CEO have in selecting a successor? As Vancil (1987) puts it, 
selection of a successor is handled by novices. In most cases, the 
incumbent performs the process only once, and usually without any 
experience. 
2.12 What are the Criteria for Selection? 
Until recently, primogeniture was practiced by most family-owned 
businesses. The American kinship system values blood members. Even 
sons-in-law are viewed as unacceptable. Menchik (1980) and Schneider 
(1980) suggest that a son-in-law who is selected for the top spot may be 
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suspected of being avaricious. Things are, perhaps, changing. We are 
seeing more women CEOs. The trend toward self-employment has risen 
dramatically because of women, who now account for over 35 percent of 
all entrepreneurs (Solomon, 1986; Stern, 1991). 
From a positive perspective, it is anticipated from current trends 
that almost half of the nation's small businesses will be owned by women 
before the turn of the century. Sharon Nelton (1990) believes that one 
reason for this is that owners of family businesses are realizing that 
the first-born male is not necessarily the best choice for succession. 
Another reason is that "women are more willing than ever to fight for 
control." Goldberg (1977) believes women will never achieve the 
significant numbers predicted by Nelton (1990). He notes that the 
number of women in the highest positions of power, historically, varies 
from zero to seven percent for the entire range of human societies. He 
believes this is due to genetics. More specifically, he says "a male- 
female differentiation of tendency exists and that this tendency is 
rooted in neuroendocrinological differentiation which renders males more 
strongly motivated to exhibit whatever behavior is necessary to achieve 
position, status, or dominance" (pp. 66-67). From a sociological 
perspective, Margaret Mead (1970) writes, 
In every known human society, the male's need for achievement 
can be recognized. Men may cook, or weave, or dress dolls, 
or hunt hummingbirds, but if such activities are appropriate 
occupations for men, then the whole society, men and women 
alike, votes them as important. When the same occupations 
are performed by women, they are regarded as less unimportant 
(p. 168). 
Personally, I share the viewpoint of Cynthia Epstein (1991): "Social 
controls, more than socialization, account for people's interests and 
behaviors." The implication here is that women can lead as well, if not 
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better, than men -- if truly given an equal opportunity (Salganicoff, 
1990). 
Family businesses are extensions of the family's culture, 
dynamics, and biases, many of them gender-related. The 
family unit is often the last stronghold against social and 
cultural change. Family cultural processes can establish 
perceptions of who should be doing what in the family and the 
family business. The rule of primogeniture can often lead to 
placing the wrong person in the leadership role. This can be 
just as damaging for men as it is for women (Hollander & 
Bukowitz, 1990). 
Ambrose (1983) thinks primogeniture has seen its better days. He 
suggests that current trends demonstrate a decline in businesses being 
succeeded by offspring. His explanation includes virtual extinction of 
family-owned farms and a wider range of options for offspring, mostly 
due to higher levels of education. However, though the primogeniture 
mode is declining, it is still by far the most desired option. 
2.13 What Methods are Used for Selection? 
Families usually have several options for selection of a 
successor. The first is to create a strict rule, such as the oldest 
child becomes president, or the one with the most education. Doing it 
this way relieves anxiety and indecision. Another approach is to select 
the offspring who demonstrates to be the most qualified. This is 
usually achieved by comparisons through competitive means, which can, 
and usually do, create long-term disharmony between siblings (Ward, 
1987). 
Sibling order is thought to be an influential force on the 
behavior of people. Walter Toman (1976) suggests that it shapes our 
whole lives and that its effects, good and bad, are difficult to dispel. 
He believes that sibling order shapes people to be predisposed to 
occupations and positions. It is this order that causes siblings to be 
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different individual personalities within the family. Stewart (1962) 
agrees. She believes the differences are there, but hard to generalize. 
She believes the differences to be demonstrated are more in people's 
emotions and personalities than cognizance and ability. 
Konig (1984) characterizes the first-born as serious, driven, and 
more persevering than subsequent siblings. The second-born is seen as 
someone who is relaxed, enjoys life, and is not too concerned about the 
future. This is a person who is quite sociable and easy to get along 
with. The third-born is the rebel. This one is self-conscious, a 
loner, stubborn, and generally marches to a different drummer. "The 
first-born attempts to conquer the world. The second-born tries to live 
in harmony with the world. The third-born is inclined to escape the 
direct meeting with the world" (pp. 14-15). 
The only child is seen by Danco (1982) as the best way to approach 
succession - most of the hard choices are inherently made. Kirkup 
(1957) advocates that the only child is very much different from the 
child with brothers and/or sisters. Kirkup writes 
The only child stands in the doorway, he is neither in nor 
out, he is almost always at the threshold. Behind him is the 
haven of his nest, before him lies the glory of the world. 
But he is neither here nor there. He is unable to enjoy the 
warmth of his nest nor does he dare to make the jump into the 
fullness of life. He remains a figure on the threshold. He 
is kept away from his immediate social environment. He views 
it from within the gate of his own house and around him the 
world is strange yet known. He can observe it but he cannot 
enter it. He takes part in the activities of this world 
without really partaking. He is not a child that can forget 
itself; he is an observer who keeps a distance between 
himself and the world around. (pp. 26-27) 
Blotnick (1984) and O'Toole (1984) lean toward buffer management. 
This means bringing in outside management, sometimes on an interim 
basis. This option gives the family members time to mature. Also, it 
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allows the entrepreneur/founder someone who can be a person to vent 
dissatisfaction about. This person also gives the incumbent the freedom 
to terminate the outsider -- an option usually unavailable when dealing 
with offspring. 
However the decision is made and through whatever criteria, it is 
an effort and decision not taken lightly, because the stakes are very 
high. 
Anyone who commits himself to managing a small business must 
recognize one irrefutable fact: the minute he commits 
himself, he is on the treadmill of forced growth. 
Furthermore, there is no escape from this escalator unless he 
is willing to accept the demise of his small company and the 
probable loss of nearly 50 percent of his assets. 
(Steinmetz, 1969) 
2.14 Summary 
The literature review reveals systems, people, and events leading 
to succession in family-owned businesses. The starting point is the 
entrepreneur. Virtually all businesses are founded by this individual 
who has a dream or vision, and follows it to fruition or failure. 
Statistically, the majority fail somewhere between the second and 
seventh years. 
Generally, the literature describes the entrepreneur as someone 
who is atypical. The entrepreneur, stereotypically, is depicted as a 
risk taker who is unwilling or unable to fulfill the role of employee. 
In fact, many choose entrepreneurship because they were fired from their 
last job! 
The literature shows that the entrepreneur usually decides to go 
into business for him or herself between the ages of 25 and 35. This is 
the time when one realizes that fewer work options are available because 
others have deemed one to be a mainstream employee misfit. The 
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entrepreneur is willing to risk everything on the chance of finding 
happiness in a self-run business, giving orders and not taking them. 
Once the decision is made to go into business, the entrepreneur is 
shown to be highly motivated, willing to work long hours, year after 
year. INC Magazine (1990) reported that the typical male entrepreneur 
worked an average of 56.3 hours per week, while the female entrepreneur 
averaged 48.9 hours. This information is based on a survey of 1,000 
small business owners with 10 or fewer employees. It was not clear 
whether these were new or old established businesses. As a general 
rule, entrepreneurs can anticipate working longer hours in the beginning 
stages of growth. Citing a survey of 179 company presidents, Bass 
(1981) showed that the average executive worked over 63 average hours 
per week. In a recent article for the Hartford Courant. Kathleen Goffa 
(1990) addressed the long hours of business owners. One of the people 
she interviewed said, " a normal work week for me is 70 hours and 
sometimes it goes up to 80." Pat Alcorn (1982) agrees with the 70-80 
hours. She suggests that type-A personalities, of which the 
entrepreneurial population is largely made up, are often associated with 
work weeks of 70 or 80 hours. Schollhammer and Kuriloff (1979) are more 
extreme, but probably not far off when they suggest that many men and 
women who start their own businesses work 14 to 15 hours a day, seven 
days a week. Lisa Arenberg, president of her own company, says, "only 
certain people start their own businesses. You have to be at the point 
where you realize you can't depend on anybody else but yourself, which 
is a little overwhelming. And you have to work about 70 hours a week" 
(Beach, 1991). For the few who succeed, they see their businesses grow 
- higher revenues and more employees. The one-person enterprise, with 
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its few employees who assist the entrepreneur, develops into a 
profitable, small business with the employees being managed by the 
entrepreneur. 
The rewards of successful entrepreneurship are probably exceeded 
only by the sacrifices made. The entrepreneur's priorities begin with 
the business and are followed by the family and all the remaining 
others. The business is all-consuming. This pattern remains fairly 
constant until the entrepreneur reaches the late 50s or 60s, when he/she 
is experiencing the rewards of success. 
The desire to "slow down and enjoy life a little more" begins to 
encroach upon the entrepreneur's mindset of growth, profits, and 
security. It is around this time that the entrepreneur is at a 
crossroad of his/her business life, namely "where do I go from here?" 
The entrepreneur ponders selling the business, merging it, liquidating, 
milking it, or leaving it to sons or daughters. Usually, the decision 
is to do nothing. However, if the entrepreneur decides to keep the 
business in the family, the stage is then set for unprecedented change. 
If the transfer of assets, power, and authority is done with planning 
and foresight, the changes to family, business, and individuals will be 
smooth and minimal. On the other hand, if the transfer is ill- 
conceived, upheaval and disaster are imminent (Drucker, 1985). 
The literature identifies several reasons and causes for the huge 
number of family businesses which are unable to survive through two or 
three succeeding generations. The critical elements that affect the 
family business are classified in two systems - the behavioral system 
and the non-behavioral system. The literature presents the behavioral 
system to be the interdependence, interaction, and position of the 
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family, the business, and the entrepreneur. The non-behavioral system 
is shown to involve the prescriptive procedures such as the training 
period for successors; who should mentor; the timing and sequence of 
events in transferring power; finding positions for offspring not chosen 
as the successor, etc. 
When the entrepreneur decides to keep the business in the family, 
and the family in the business, he or she is thereby opting for 
succession. If this choice is made, the successor must not only be 
willing but, more important, must be able. The intent of this study is 
to learn what innate and acquired abilities of the successor lead to or 
contribute to effective (or ineffective) succession. 
Most of the literature on succession relates to the transfer of 
power, authority and title from incumbent to successor. I believe this 
to be only half of the challenge. I see the other half as being what 
the successor does with the business. If he or she can nourish the 
business and maintain or increase profits, then that is effective 
succession. Churchill and Hatten (1987) share my belief. They advocate 
that effective succession is, first, transfer of ownership or control of 
property rights, and second, transfer of management control of 
operations and strategic direction. 
I have offered six hypotheses which I believe are necessary if the 
successor is, ultimately, to be effective and thereby able to accomplish 
the process of effective succession. These hypotheses are based upon a 
combination of the literature and my own business experience. 
"Generating hypotheses requires evidence enough only to establish a 
suggestion - not an excessive piling up of evidence to establish a 
proof" (Glaser & Strauss, 1967, pp. 39-40). The first hypothesis says 
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that the effective successor was exposed to the business at an early 
age, starting around 10 years old. I proposed this for two reasons: 
first, the literature reveals several inferences; however, the 
specificity of age is omitted; second, it was my experience growing that 
I remember going to my father's office at, or about, age 10; and I 
remember those times as great fun. However, I stopped going when I 
became a teenager because going there became a bore. Collins and Moore 
(1964) and Zaleznik (1976) suggest that the entrepreneur begins to 
develop characteristics toward entrepreneurial endeavor as a child as 
he/she is affected by early childhood experiences. 
I think some successors are able to enter the business without 
outside experience, but I believe that is the exception. The literature 
is in total agreement with my second hypothesis, that outside experience 
is most advisable, but fails to support it quantitatively. The same can 
be said of my third hypothesis. It seems unlikely that anyone who was 
forced or coerced to enter the enterprise could be successful, 
especially for five years or longer. 
There is little in the literature to justify the fourth 
hypothesis; however, I am comfortable with what I found. Argyris (1973) 
implies the need for most successors to outperform their predecessors. 
"Most CEOs excel in one-upmanship." Alcorn (1982) writes that the 
"father-son game" is the major theme of family-owned business. "The son 
looms as a chip off the old block, hurtling squarely for his father's 
head" (p. 111). She goes on to say that there is an inherent 
competitiveness between the founder-father and successor-son. "Given 
the complex social and psychological pressures that are exerted on the 
family-owned business, it is not surprising that father-son rivalry is a 
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frequent occurrence" (p. 117). Anthony and Benedek (1970) said, "The 
competition between aging father and his son becomes manifest also in 
the area of work achievement" (p. 204). As far back as 1927, Malinowski 
wrote that, in Western culture, sons typically hold rage against their 
fathers. This rage is a consequence of the father's dictatorial and 
authoritarian role which inhibited and set limitations on the son's 
autonomy (Davis, 1940). 
Andy Pasztor (1991), in writing about the success of General 
Norman Schwarzkopf during Operation Desert Storm, credited much of the 
General's abilities to his rivalry with his father. According to an old 
friend of the General's, who did not wish to be identified, Schwarzkopf 
has been driven since boyhood to outdo his father. 
My hypothesis number five is justified because there is vast 
difference of opinion in the literature as to average hours worked. The 
citations used in this study demonstrate a wide range of opinions with 
little agreement. 
Hypothesis number six seems to be obvious to me, but without 
proof. The researchers agree that this is quite desirable, as evidenced 
by Barry (1975) who suggests that a successor is more apt to be 
effective as CEO of a family firm if his/her attitude toward the 
business is a positive one. Goldwasser (1986), who wrote about five 
very successful family-owned businesses - Hallmark Cards, Noxell, 
Marriott, H & R Block, and S. C. Johnson, found that, among other 
commonalities, they held a passion for their businesses and had a 
tremendous desire to prosper long into the future. In order to be an 
effective leader, Sisk and Shallcross (1986) believe, one must have 
self-understanding, self-acceptance, self-expression, and openness. In 
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referring to a study of 12 women executives reported in Savvy magazine 
(1985, February), Sisk and Shallcross (1986) said 
...their attitude about life was positive. They approached 
life and their jobs with a sense of adventure, opportunity, 
and caring. In addition, they all demonstrated self 
acceptance, courage and action. (p. 109) 
Self-understanding is critical for a CEO. Bennis (1989) reminds us that 
knowing one's abilities and deploying them effectively is the mark of an 
effective CEO. 
In summation, the literature reveals research of varying degrees 
pertaining to the integral parts of the family business constellation. 
Danco and Janovic (1981) wrote about the role of the board of directors. 
Dyer (1986) and Schein (1983) reported on culture related to the family 
business. Family systems and their assumed affect on the business were 
theorized by Bateson (1972), Bowen (1978), Haley (1976)), Minuchin 
(1974), and Satir (1967). The underpinnings of family business are 
represented in the writings by Barnes and Hershon (1989), Solomon 
(1986), and Ward (1987). Mentoring is covered by Danco (1980), Stevens 
(1990a), and Ward (1987). Birley (1986), Blotnick (1984), and 
Longnecker and Schoen (1975) expand on the potential successor. The 
strategic management and planning related to family business have been 
researched by Bork (1986), Lansberg (1983, 1990), and Ward (1987). 
Succession, as a broad topic, has been explored by Alcorn (1982), 
Beckhard and Dyer (1981), Birley (1986), Carlson (1962), Christensen 
(1953), Danco, Donnelly (1964), Dyer (1986), Grusky (1963), Lansberg 
(1988), Sonnenfeld (1988), and Vancil (1987) to mention only a few. 
There is an abundance of literature related to the entrepreneur, 
the family, and the family-owned business, but there is a dearth of 
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information about the successor. The literature identifies 
characteristics and behaviors of the family and the entrepreneur which 
suggest a means of predicting effective succession - but not about the 
successor. It is this lack of information and understanding of the 
successor that justifies the research leading to this study. 
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CHAPTER 3 
RESEARCH METHOD 
3.1 Introduction 
"Research seeks knowledge that will provide some kind of 
explanation for our present and past experience, and will enable us to 
predict, at least to some extent, future experience" (Broudy, Ennis, & 
Krimermann, 1973, p. 89). The research methodology is presented in this 
chapter. A description of the sample is covered in section 3.2. It 
includes the population of interest, the sampling method, sample size, 
and the stratifying variables. Section 3.3 is focused on the 
instrumentation. Constructed instruments and their properties are 
identified. The research design is discussed in section 3.4. Strengths 
and weaknesses of both survey and interview methods in the study are 
considered. Finally, procedures and timelines are presented in section 
3.5. Data collection and editing, and methods of data analysis are 
taken up in sections 3.6 and 3.7. Drafts of relevant correspondence and 
instruments are shown separately in the appendices. 
3.2 Description of Sample 
Since most family businesses are small business, the sample was 
confined to small family businesses. A population is a group of 
individuals that has one or more common characteristics. A sample is a 
portion of a population selected for analysis (Best & Kahn, 1986; 
Sasaki, 1968). The Federal Small Business Administration (1984) 
strictly defines enterprises whose sales (gross revenues) are less than 
$10 million with fewer than 500 employees within the population of small 
family businesses. The study was focused primarily on second-, third-, 
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or fourth-generation successors in small family-owned businesses. The 
respondents are the CEOs, or bosses, of their respective family 
businesses. 
The sampling method was to identify vocational or professional 
associations whose members are traditional members of family businesses. 
Phone contact and personal visits were made to associations in order to 
seek permission to contact their members. In the event that an 
association is not allowed to reveal members' names and addresses, a 
request was made offering surveys to the director of the association 
with the purpose of having him/her distribute the surveys to members. 
In essence, directors would take the role of third party and be able to 
assure confidentiality for the organization's members. 
I contacted more than thirty associations believed to have small 
family business executives as members. More than half of these 
associations were unable or unwilling to participate in this study. Of 
those who were willing, most were too small. Ultimately, two 
associations, the National Family Business Council and the Chicago 
Family Business Council, willingly agreed to participate. 
The National Family Business Council (NFBC) is headquartered in 
Lake Forest, Illinois, and has thousands of members. The director of 
NFBC agreed to participate in the research survey. He assured me that 
his computer system was capable of random sampling. Most samplers use a 
random numbers table. A table of random numbers is constructed in such 
a way that every digit occurs with equal probability (McClave & Benson, 
1983). The director sent me a list of several hundred member names and 
addresses from all over the United States and Puerto Rico. Included in 
the list were approximately two dozen Canadian members, but I was not 
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able to use them since the Canadian Government disallows prepaid return 
mailers using foreign postal stamps. A prenotification letter was sent 
to all NFBC member participants (see Appendix A). 
The Chicago Family Business Council (CFBC) has its administrative 
offices in Chicago, Illinois. Despite the similarity of name and 
address, the CFBC and NFBC are separate organizations and are not 
connected in any way. The CFBC is much smaller than the NFBC, and, in 
fact, it only has about 100 active members, most of whom are in the 
Chicago area. This Association prohibits the use of members' names for 
any type of direct mailing. In order to be part of the research study, 
the director of CFBC had me send her enough survey forms for all her 
members. She, in turn, sent the surveys to all her members with her own 
cover letter (see Appendix I), asking them to respond. 
The sample size was approximately 800 individuals. Every effort 
was made to obtain a return rate of at least 25 percent. Slavin (1984) 
recommends that a sample size of 30 should be considered minimal; 
however, the larger the study, the more likely it is to be true. 
Definitive steps were taken to achieve the desired goal. Aiken (1988) 
suggests that return rates tend to be higher when the survey 
questionnaires are short and include questions that are brief. 
Heberlein and Baumgartner (1978) urge that repeated mailings be used as 
a means for increasing returns. Armstrong and Lusk (1987) advocate 
using commemorative or small denomination stamps on the return envelope 
as opposed to business reply postage. Fox, Crask, and Kim (1988) 
reviewed several factors and their degree of influence for increasing 
survey questionnaire response. The following is a list of the factors, 
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in order of importance, which were used in this research project to 
maximize the return rate: 
1. university sponsorship 
2. stamped return postage 
3. prenotification by letter (see Appendix A) 
4. follow-up postcard 
5. first-class mail 
6. colored paper (green vs. white) 
7. stamped vs. metered mail 
8. a second follow-up mailing 
The net result was way beyond expectations - a return rate of over 
55 percent. More specific data about the returns are presented in 
Chapter IV. 
The sample was stratified so as to insure a representative sample 
of small family businesses in the study. A stratified sample is a 
common sampling technique in which subgroups of the population are 
represented in the sample in proportion to their numbers in the 
population itself (Cummings & Huse, 1989; Keren, 1982). Most of the 
family businesses were located in urban and suburban areas of the United 
States. There was a reasonable level of diversity regarding gender, 
religion, and race of CEOs. The ages of the respondents generally were 
between 18 and 55 years old. There were no restrictions related to the 
types of businesses; however, only "for profit" businesses were 
considered viable in this investigation. 
3.3 Instrumentation 
All instrumentation was constructed, and was consistent with the 
objectives of the study. Careful consideration was given to rendering 
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the questionnaire friendly and easy to read and understand, thereby 
increasing the probability of acceptable response levels. Some of the 
questions, particularly those seeking information about profits and 
growth, were potentially quite sensitive to the CEO, and were therefore, 
approached in a subtle and discretionary manner. In assessing the 
health of a business, one usually reviews the return-on-assets and sales 
growth (Brigham, 1985) . Though this information would be highly 
desirable and germane to this study, Dess and Robinson (1984) remind us 
of what could be interpreted as encroachment to a very delicate subject. 
"Obtaining accurate economic performance data is often a problem in two 
salient research settings: business units of multi-industry firms and 
privately held firms." 
Two questions related to sales growth were asked in the 
demographic questionnaire in an attempt to subjectively interpret 
profitability. Question 24 asked: "Approximately what was the percent 
of growth in sales volume for: 1985. 1986. 1987. 1988. 1989.." Question 
25 asked: "What is the anticipated percent of growth in sales volume 
for: 1990. 1991. 1992. 1993. 1994." 
Being mindful of Dess and Robinson's article (1984), it was 
believed that questions 24 and 25 were direct enough to obtain results 
and discretionary enough to avoid evoking a sense of encroachment. The 
strategy seemed to work well, since a vast majority of respondents 
answered these questions in full. 
The design was such that it enabled responses to be easy, 
expeditious, and measurable. To accomplish this, most questions were in 
closed form (Borg & Gall, 1989). A small sample was used to field test 
the instruments. The field test or pilot study is recommended as a 
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testing ground. It allows the researcher to rehearse and experiment 
with the role of interviewer. Just as important, it is an opportunity 
to strengthen, correct, or change the survey instruments (Locke, 
Spirduso, & Silverman, 1987; Marshall & Rossman, 1989). The field test 
was conducted with eight CEOs of family businesses in Connecticut. None 
of these field test participants were included in the research sample. 
As it turned out, the field test proved important. It uncovered a few 
typographical errors and, more important, allowed me to change two 
questions that were too ambiguous by virtue of their wording. Also, I 
found the "rehearsal” to be a confidence-builder for the "live 
performance" with the four CEOs who allowed me to interview them. 
The questionnaire was divided into two parts. The first part was 
a Likert-type instrument seeking the attitudes of the successor related 
to perception of the family, the business, and self. "On a Likert-type 
scale, the individual checks one of five possible responses to each 
statement: strongly agree, agree, neutral, disagree, strongly disagree" 
(Borg & Gall, 1989, p. 311). The second was demographic and pertained 
to personal data, e.g., date of birth, sibling order, religion, race, 
gender, education, work experience, etc. Drafts of these instruments 
are offered in the appendices (see Appendices D and E). 
3.4 Research Design 
The research design for this study is "causal-comparative," which 
allows for the investigation of the possibility of causal relationships 
among various variables of interest. Causal-comparative studies are 
used to explain reasons for differences that already prevail among 
groups of individuals (Fraenkel & Wallen, 1990). In this process, the 
groups were effective (successful) and ineffective (unsuccessful) 
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successors of small family businesses. Causal-comparative design is 
non-experimental research. 
Non-experimental research is systematic empirical 
inquiry in which the scientist does not have direct control 
of independent variables because their manifestations have 
already occurred or because they are inherently not 
manipulable. Inferences about relations among variables are 
made, without direct intervention, from concomitant 
variations of independent and dependent variables 
(Kerlinger, 1986, p. 348). 
Basically, the causal-comparative approach begins with a 
demonstrable difference between groups. In particular, this study began 
with effective successions and ineffective successions, as described in 
Chapter 2. The next step was to look at the potential causes for 
effective and ineffective succession. Causal comparative studies allow 
one to make inferences about the potential causes. 
The strength of causal-comparative research is its ability to 
identify relationships between two groups of individuals. The 
weaknesses include integrity of internal validity because the 
independent variable cannot be manipulated, that is, the event has 
already happened. Another weakness would be in the interpretation of 
the results of the study, because the causal-comparative approach 
identifies relationships but not causation. 
Leedy (1989) wrote, 
some of the difficulty with the causal-comparative 
correlational studies has been the fact that we have failed 
to recognize the structure of the correlational factors with 
which we work. Because of the complexity of many 
situations, we are not dealing with a cause for a particular 
phenomenon but with a constellation of causes, all of which 
may contribute to a greater or lesser degree to causing the 
phenomenon. (p. 227) 
In his book, The Science of Educational Research, Mouly (1970) 
speaks of the causal-comparative mode as the ex post facto experiment: 
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The ex post facto experiment begins with a given 
effect and seeks the experimental factor that brought it 
about. The obvious weakness of such an experiment is that 
we have no control over the situations that have already- 
occurred and we can never be sure of how many other 
circumstances might have been involved. (p. 340) 
Likenesses have been drawn between causal-comparative research and 
correlational research, and experimental research. Conversely, distinct 
differences prevail between the three research designs. Causal-compara¬ 
tive and correlational design are similar in that they both are useful 
in detecting relationships between variables; however, they are quite 
dissimilar since causal-comparative investigates one or more categorical 
variables, while correlational design studies two or more quantitative 
variables. With regard to experimental research, it and causal- 
comparative share the requirement of needing, at least, one categorical 
variable. The difference between them, however, is that in 
correlational research the independent variable is manipulated, whereas 
no manipulation can be used in causal-comparative research. 
Essentially, causal-comparative design incorporates selection of 
two or more groups that differ on a variable of interest and compares 
them to another variable, for example, comparing factors leading to 
effective and ineffective succession (Fraenkel & Wallen, 1990). 
The data analysis of causal-comparative research begins with 
calculating the mean and standard deviation of each group. Next, a t- 
test is utilized in order to reveal differences between means. These 
tests are very common in quantitative research. However, a somewhat 
uncommon test, the Cronbach test (Cronbach, 1951) was necessary for 
evaluating two of the hypotheses. This is explained more thoroughly in 
Chapter 4. 
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Some of the areas considered to be explanatory or causal in 
nature, and which were investigated, are gender, age, religion, date of 
entry into the business, level of education, work experience, and 
attitude about the business, parents, and self. Specifications of each 
variable are more thoroughly presented in Appendices D and E in the 
draft instruments. 
Lastly, as a follow-up to the survey questionnaires, four 
ethnographic interviews were conducted in order to experience and 
quantify a subjective approach to the study. These interviews were 
conducted face-to-face with successors fitting the same profile used for 
the other instruments. The successors were CEOs whose family businesses 
are located in Connecticut and Massachusetts. 
Ethnographic interviews are conversations between an interviewer 
and interviewee(s), which are face-to-face, friendly, casual, and 
hopefully uninterrupted. The interview starts with amenities intended 
to develop rapport, increase interaction, reduce barriers, and decrease 
the sense of interrogation. Developing rapport is vital for the 
integrity of the interview. Spradley (1979) suggests that rapport 
develops through four stages: apprehension; exploration; cooperation; 
and participation. Apprehension is experienced by the interviewer and 
the informant at the beginning due to not knowing what to expect. The 
exploration stage is seen as a testing period for both players. This 
leads to the cooperation stage wherein both are comfortable and willing 
to help each other. The last stage is participation, wherein the 
interviewer and the informant work together toward developing the best 
possible outcome through a shared perception (p. 79). 
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More specifically, two kinds of ethnographic interviews were 
combined -- the key informant interview and the confirmation interview. 
The key informant is a person under study who has special knowledge, 
feelings, or perceptions that are unknown to the researcher. Goetz and 
LeCompte (1984) suggest that key informants can be reflective 
individuals, thereby rendering feelings and insights into processes 
which enhance the researcher's comprehension. Since the key informants 
(CEOs) are unique people by virtue of their work positions, care needs 
to be taken to choose a representative group of informants and to 
compare these findings with findings of other methods (survey research). 
The confirmation interview is used to confirm earlier findings (survey 
research) and to see if new patterns or findings present themselves. 
For purposes of this study, the interview was "semi-structured." 
Burroughs (1971) advises that the semi-structured interview involves 
having a schedule or itinerary, an interview guide, and a means of 
recording the informant's offerings. The advantage of this type of 
interview is that it allows the researcher freedom to decide how best to 
secure the information. As with all self-report data, confirmation 
survey data can be misconstrued and, therefore, should be corroborated 
by other means (survey research). 
In order to preserve the integrity of the interviews, I used a 
professional tape recorder which I rented from a recording artist who 
consults to the three major networks. The use of tape recorders has 
been utilized extensively in anthropology, market research, and social 
psychology for decades. It allows the researcher to better interact 
with the interviewee, thereby increasing the likelihood of an enhanced 
rapport. Also, since the interview is a permanent record, by virtue of 
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the tape, the researcher can review it often. The only disadvantage to 
taping is the occasional uneasiness of some interviewees, which can 
inhibit dialogue and rapport (Borg & Gall, 1989; Fowler & Mangione, 
1990; Mead, 1963; Simon, 1969). Three of the four ethnographic 
interviews were indeed tape-recorded. These three were promised that 
the tapes would be given to them as soon as transcription was complete. 
This was welcomed by all three interviewees. 
The fourth interviewee had originally agreed to the use of a tape 
recorder; however, it became obvious that he was distressed once I began 
to set up the equipment. Upon seeing his reaction, I reminded him that 
the tape recorder was not vital and could easily be replaced by my 
taking notes. He was quite relieved and gladly accepted this option. 
The interviewer of the confirmation interview tends to use a 
questionnaire or interview guide. "The interview guide provides topics 
or subject areas about which the interviewer is free to explore, probe, 
and ask questions that will elucidate and illuminate that particular 
subject" (Patton, 1987, p. 111). See Appendix H for explicit interview 
guide. Kincaid and Bright (1957) and Sudman and Bradburn (1982) 
advocate the use of an interview guide as a means of organization for 
the interviewer. The interviewer of business executives will pay for 
appearing to be disorganized. Top executives are quick to recognize 
when the same question has been asked twice, which ultimately can lead 
to inefficient, uneconomical, and inconsistent information. 
Since both quantitative and qualitative approaches were used in 
the research design, Denzin (1978) and Goetz and LeCompte (1984) warned 
that internal and external validity threats can be different in the 
qualitative and quantitative paradigms, and caution should be used. On 
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the other hand, Rossman and Wilson (1985) do not share that perspective. 
"Our experience suggests that numbers and words can be used together in 
a variety of ways to produce richer and more insightful analyses of 
complex phenomena than can be achieved by either one alone." 
3.5 Procedures and Timelines 
Listed below is the sequence of events and times leading to the 
conclusion of this research: 
Week 1. Locating lists for sample 
Week 2. Draft instruments 
Week 4. Pilot test instruments with eight CEO successors in 
Connecticut 
Week 6. Mailing #1 - prenotification letters (first-class 
mail) 
Week 7. Mailing #2 - survey questionnaires (first class mail 
with first-class postage for return mail) 
Week 10. Mailing #3 - post card reminders 
Week 13. Mailing #4 - re-send mailing #2 to all potential 
respondents 
Week 15. Four face-to-face interviews 
Week 18. Enter research data into UMass computer and process 
via SPSS-x 
Week 22. Submit draft of Chapter 4 
Week 24. Submit draft of Chapter 5 
Week 25. Complete Chapter 4 
Week 27. Complete Chapter 5 
Week 30. Oral defense of dissertation 
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3.6 Data Collection and Editing 
The survey research data were collected at a private mailbox in 
West Hartford, Connecticut. This mailbox was rented for the sole 
purpose of having a return mail receptacle for survey forms. 
The prenotification letters were mailed out on January 15, 1991 
(see Appendix I). Ten days later, on January 24th, the survey 
instruments, together with a cover letter (see Appendices B, D, and E), 
were sent. On February 7, 1991, the postal card reminders were sent to 
the potential respondents (see Appendix F). And, finally, a complete 
mailing of the survey instruments with an accompanying cover letter was 
mailed out on February 21st (see Appendix G). March 14, 1991 was 
established as the final day for collecting survey responses. Since 
then, more have arrived, but these were not incorporated into this 
research. For a summary of the survey research response, please see 
Tables 2, 3, and 4. 
Once the data were collected, they were brought to the University 
of Massachusetts to be coded, entered into a computer file, and analyzed 
using SPSS-x. The use of computers in quantitative research analysis is 
accepted and quite advisable. The most common contemporary software is 
SPSS-x. This is an acronym for Statistical Package for the Social 
Sciences - Version 10. It is an integration of programs which manage, 
display, and analyze data (Borg & Gall, 1989; Mann, 1985). Speci¬ 
fically, SPSS-X will compute the data and create the mean; the median; 
the standard deviation; and the t-test. 
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Table 2 
Summary of Survey Responses (774 Surveys) 
Number Percent 
Total Surveys Mailed 774 100 
Total Surveys Returned 432 56 
Surveys Not Returned 342 44 
Valid Surveys Received 254 33 
Invalid Surveys Received 178 23 
Table 3 
Summary of Invalid Survey Resp onses (178 Surveys) 
Number Percent 
Wrong Address 18 10 
Not Chief Executive Officer or Boss 59 33 
Not a Family-Owned Business 86 48 
Business Sold or Liquidated 7 .0004 
Owner or CEO Retired 2 .0001 
Owner or CEO Deceased 1 .0001 
Subject Refused to Participate 5 .0003 
Invalid surveys are those which did not qualify for inclusion. 
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Table 4 
Summary of Surveys Mailed, by State 
State # State # 
Alabama 10 Nebraska 8 
Arizona 6 Nevada 1 
Arkansas 5 New Hampshire 12 
California 34 New Jersey 25 
Colorado 18 New Mexico 4 
Connecticut 29 New York 49 
District of Columbia 7 North Carolina 13 
Florida 28 North Dakota 2 
Georgia 23 Ohio 46 
Idaho 2 Oklahoma 8 
Illinois 82 Oregon 3 
Indiana 25 Pennsylvania 32 
Iowa 8 Rhode Island 5 
Kansas 9 South Carolina 7 
Kentucky 10 South Dakota 2 
Louisiana 3 Tennessee 6 
Maine 16 Texas 29 
Maryland 8 Utah 5 
Massachusetts 33 Vermont 11 
Michigan 44 Virginia 11 
Minnesota 14 Washington 11 
Mississippi 3 West Virginia 4 
Missouri 31 Wisconsin 23 
Montana 7 Puerto Rico 2 
NOTE: Alaska, Delaware, Hawaii, and Wyoming were the only states not 
represented in the survey research. 
The mean (X) is the arithmetic average. It is computed by 
dividing the sum by the number of entries. The median (Md) is the mid¬ 
point. It is a measure of position - not magnitude (Best & Kahn, 1986, 
Nunnally, 1972). The standard deviation (SD) is the measure of 
variability as it relates to the mean (Borg & Gall, 1989; Leedy, 1989, 
Smith, 1975). The t-test computes the differences between two sample 
means. A probability value (P value) score of .05 or less is generally 
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accepted as 
The results 
a significant difference (Best & Kahn, 1986; Smith, 1975). 
of the SPSS-x findings are described in Chapter 4. 
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CHAPTER 4 
RESEARCH FINDINGS 
4.1 Introduction 
The core of this study is the survey research data which will be 
elaborated upon in this chapter. The reader will be exposed to the 
quantitative data necessary to lead to the comprehension level required 
in order to draw conclusions. Section 4.2 explains the time frame used 
to gather the data. The overall steps of data entry are covered in 
section 4.3. Section 4.4 deals with the frequency distribution of raw 
data. A critical piece of this chapter, section 4.5, relates to the 
methodology of separating effective successor data from ineffective 
successor data. Sections 4.6 and 4.7 show the frequency distribution of 
data for effective and ineffective successors respectively. The t-test, 
showing comparisons between effective and ineffective successors, is 
explained in section 4.8. There appear to be several significant 
differences between the effective and ineffective successors, which are 
explored in section 4.9. Section 4.10 is devoted to corroboration or 
refutation of the statistical analyses of the 254 respondents through a 
computer-selected sample of 144 successors - 72 effective and 72 
ineffective. The six hypotheses originally posed are revisited and 
examined throughout section 4.11. The next section, 4.12, explains how 
answers were arrived at for questions 29 and 30 in the demographics 
survey. As mentioned previously, four qualitative interviews were 
conducted. The reason for doing so was primarily to see if their 
results were similar or different compared to the data gathered from the 
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survey questionnaires. Section 4.13 covers this qualitative piece. 
Lastly, section 4.14 serves as a summary for Chapter IV. 
4.2 Time Frame for Data Collection 
The prenotification letters were mailed to 774 potential 
participants on January 15, 1991. The first mailing of survey 
questionnaires was completed ten days later on the 24th. Over the 
succeeding two weeks, approximately 200 surveys were received. On 
February 7th, post card reminders were sent out to all 774. By the 
middle of February, about 100 surveys had arrived, thereby bringing the 
total to around 300 received. The survey questionnaires were once again 
mailed to all 774 potential participants. March 14, 1991 was selected 
as the final day to accept returned surveys. It was decided that this 
would be the cut-off date and anything arriving after the 14th would not 
be used for this study. The exact number of survey questionnaires 
received by the cut-off date was 432, and, of those, 178 were rejected 
for various reasons. Hence, this study is founded primarily upon 254 
survey responses. 
4.3 Data Entry 
All the survey questionnaires were brought to a computer laboratory 
at the University of Massachusetts where the data was entered using 
SPSS-x software. Entry of raw data took approximately a week or, to be 
more precise, about 36 hours. This was completed by the end of March 
and followed by two weeks of meetings with key people in the Computer 
Sciences Department, Statistics Department, and my dissertation 
committee. 
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4.4 Frequency Distributions of Raw Data 
After the survey data were entered into a computer, SPSS-x was 
utilized to calculate the mean, median, and standard deviation scores. 
In order to condense the thousands of calculations, Table 5 is presented 
to make the data from the Likert-type survey questionnaire more 
manageable. The Likert statements are the first forty questions. 
Answers were given by circling the appropriate response given the choice 
of SD (Strongly Disagree), D (Disagree), N (Neutral), A (Agree), and SA 
(Strongly Agree). The associated scoring was 1 through 5: SD=1; D=2; 
N-3; A-4; SA-5. The second part of the survey questionnaire dealt with 
demographics. Table 6 illustrates the mean, median, and standard 
deviation scores for the thirty demographic questions. 
4.5 Methodology for Separating Effective from Ineffective 
Successors 
According to the literature, there are two primary measures for 
effective succession. The first is control or power. Effective 
succession is seen as complete and total transfer of power, control, and 
authority from the incumbent to the successor. Added to that is the 
willingness to "let go" by the incumbent to the point of total 
divestiture and relinquishment of title and power. This would mean 
having no hold over the successor by means of titles, stock, money, or 
family influence. The best scenario is one where the incumbent finds 
new interests and no longer comes to the office (Alcorn, 1982; Aronoff & 
Ward, 1990; Danco, 1982, 1990; Longnecker & Schoen, 1979). 
The second criterion for effective succession is the successor's 
ability to sustain growth and increase profitability of the organization 
after taking control (Churchill & Hatten, 1987; Hailstones & Rothwell, 
1985; Moyer, McGuigan, & Trivoli, 1979). 
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EFFECTIVE SUCCESSORS 
INEFFECTIVE SUCCESSORS 
Number of missing observations = 0 
Figure 4. Marital Status (Percent Distribution) 
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Number of missing observations = 1 
Figure 5. Highest School Grade Completed (Percent Distribution) 
93 
EFFECTIVE SUCCESSORS 
INEFFECTIVE SUCCESSORS 
Number of missing observations = 1 
Figure 6. Race (Percent Distribution) 
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EFFECTIVE SUCCESSORS 
INEFFECTIVE SUCCESSORS 
Number of missing observations = 0 
Figure 7. Religion (Percent Distribution) 
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Question number 17 in Part II of the survey questionnaire asks, "Is 
the former boss (your predecessor) presently in the business? Yes 
_\ No _." The computer identified 65 participants who answered 
"yes," thereby labeling themselves as ineffective. 
Question 24 in Part II of the survey questionnaire asks for the 
percent of actual growth in sales for the years 1985 through and 
including 1989. Question 25 asks for the percent of anticipated growth 
in sales for the years 1990 through 1994. Anyone who showed a decline 
in sales of 40 percent or more from 1985 to 1989, together with a 
negative sales projection for 1990 through 1994 was identified as 
ineffective. Twelve were found to be ineffective; however, four of the 
12 were already identified as ineffective because they answered yes to 
question 17. Hence, of the 254 participants, 181 were considered to be 
effective successors and 73 were considered to be ineffective 
successors. This information was entered into the computer, thereby 
establishing separate databases for effective and ineffective 
successors. 
4.6 Frequency Distribution for Effective Successors 
The mean, median, and standard deviation for effective successors 
are shown in Tables 5 and 6. 
4.7 Frequency Distribution for Ineffective Successors 
The mean, median, and standard deviation for ineffective successors 
are shown in Tables 5 and 6. 
4.8 t-Test 
The t-test is an instrument utilized to determine the level of 
statistical significance between sample means. A probability of .05 is 
generally accepted as significant. The level of significance increases 
96 
as the probability decreases from .05 (Clowles & Davis, 1982). Most 
causal-comparative research studies compare the mean scores of two 
sample populations in order to see the differences and whether or not 
they are significant. Clearly, the t-test is the instrument of choice. 
The t-test, as interpreted by SPSS-x, provides several useful 
categories of information. Those reported for this research include the 
mean, standard deviation, standard error, T value, degrees of freedom, 
and 2-tail P value. 
The mean and standard deviation were explained in Chapter III. The 
T value, or T score, provides a method of expressing any score of 
distribution in terms of its distance from the mean (Smith, 1975). 
Degrees of freedom is the number of observations or values which are 
independent of each other. This number is based on N-l (Best & Kahn, 
1986). The 2-tail test measures the probability of rejection. 
Specifically, it measures both ends of a distribution curve. Generally, 
scores of .1 or less are acceptable; however, a more desirable score 
would be .05 or less (Best & Kahn, 1986; Borg & Gall, 1989). See Tables 
7 and 8 for a compilation of t-test scores. 
4.9 t-Test Significant Test Scores 
Tables 7 and 8 are a composite of t-test scores. One, two, or 
three asterisks after the P values (2-tail probability value) indicate 
t-test scores considered to be significant. Those with three asterisks 
are considered to be the highest level of significance. They would have 
scores of or lower than .001. The next level of significance are those 
whose scores are between .01 and .001. They can be found in Tables 7 
and 8 marked by two asterisks after their respective P value scores. 
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And those with a level of significance between .05 and .01 are marked by 
one asterisk. 
Significant differences were found between effective and 
ineffective successors for the following items: 
Part I (Likert-type survey questionnaire): 
1. This business gives me a comfortable life style. 
4. The future of this business looks good. 
5. The future of this industry looks bad. 
6. My work is enjoyable. 
7. My life would be better if I worked for someone else. 
13. I know I will be successful. 
29. This company is stronger since I became CEO. 
30. The employees respect me more than my predecessor. 
31. This company is more profitable since I became CEO. 
32. I am a better CEO than my predecessor. 
38. I had other options than working here. 
Part II (Demographic survey questionnaire): 
1. Are you male _ or female _? 
2. Date of birth: _/_/_ 
6. If you have children, how many do you have? 
8. Have you served in the armed forces? 
Yes No If so, what branch? 
14. What is your present title? 
00
 
t—1
 
What is your predecessor's job title now? 
r-'
 
C
M
 
Circle the number that best indicates how successful you think 
you are 
123456789 10 
Lowest Highest 
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4.10 Sample Number 2 (72 vs. 72) 
In an attempt to corroborate or refute the findings reported in 
Tables 5 to 8, and as a means of satisfying this researcher's curiosity, 
a new methodology is introduced. This was accomplished by utilizing a 
computer-selected sample of 144 respondents of the original 254. These 
144 were comprised of 72 of the most effective successors and 72 of the 
most ineffective successors. 
The data derived from this newly constructed sample were entered 
into the same computer at the University of Massachusetts and utilized 
the same software (SPSS-x) to analyze the information. See Tables 9-12 
for the comparisons. 
4.11 Hypotheses 
A hypothesis is a proposition of state of being that is assumed 
(Selltiz, Jahoda, Deutsch, & Cook, 1959). A distinction should be made 
between an assumption and a hypothesis. Assumptions are statements 
believed to be true but not verifiable (Best & Kahn, 1986). "A 
hypothesis is a conjectural supposition that is posited in order to 
facilitate the search for facts but that is held in abeyance until the 
facts are available and have been interpreted" (Leedy, 1989, p. 7). The 
function of the hypothesis is to guide one's search for the order among 
data (Cohen & Nagel, 1934). Causal hypotheses suggest that a certain 
characteristic is one of the factors that determines another character¬ 
istic (Selltiz, Jahoda, Deutsch, & Cook, 1959). 
Borg and Gall (1989) assert that an investigator should have 
reason(s) based upon either theory or evidence for considering the 
hypothesis to be worthy of testing. The hypotheses in this study were 
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based on assumptions derived from the literature and the writer's own 
experience in the business world. 
As a means of further analyzing differences between effective 
successors and ineffective successors, t-tests were performed on the six 
hypotheses. Table 13 compares successors in the larger sample (254), 
while Table 14 focuses on the smaller sample of 144 successors. Table 
15 is presented as a composite of Tables 13 and 14. 
A great deal of time and effort has been expended in analyzing two 
samples of respondents. As was previously mentioned, the reason for the 
redundancy was to endeavor to reveal different findings in the two 
samples, the original 254 respondent sample versus the 144 sample. I am 
pleased to report that the results are essentially the same. It is 
doubtful that any of the differences recorded could be construed by the 
reader as anything but conclusive that both samples tell the same story 
with the same results. 
In an attempt to maintain continuity and simplicity, all numbers, 
statistics, percentages, and references, from this section to the end of 
the dissertation are cited from the larger sample of 254 respondents, 
unless otherwise noted. 
Hypothesis number one: "The effective successor was exposed to the 
business at an early age, starting around 10." The answer to this was 
generated by question number 11 of the demographic survey. The question 
asked: "How old were you when you first visited the family business?" 
It should be noted that the next question, number 12, asked when they 
first began to work in the family business. The mean age for effective 
successors was 11.566. The ineffective successors showed a mean age of 
10.493 years old. 
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Hypothesis number two: "The effective successor worked elsewhere 
in several capacities before joining the family firm." Question number 
15 of the demographic survey provided the answer to the hypothesis. The 
question asked: "How many jobs did you have before joining the family 
business?" The effective successor group scored a mean of 2.158 jobs, 
while the ineffective group had 2.278 jobs before joining the business. 
Hypothesis number three: "The effective successor willingly came 
into the business." The answer to this came from statement number 35 of 
the Likert-type survey. It said, "I was happy to join this business." 
Both groups were similar in that the mean numbers show less than a .15 
difference. The effective group had a 3.994 mean and the ineffective 
group had a 3.851 score. This shows, of course, that most agreed that 
they came into the business willingly. 
Hypotheses number four and six were not as straightforward, that 
is, they were not answered by one question. Because of the nature of 
the hypotheses (four and six), it was believed that a direct question 
was not the best way to get results. Since more than one question was 
called for, it was necessary to test these questions for relativity and 
reliability. 
The Cronbach Test, otherwise known as Cronbach's Coefficient Alpha, 
is used when items are not scored dichotomously, and, thus, is able to 
compute a reliability factor. Scores of .6, or better, indicate an 
acceptable degree of reliability and the degree of reliability increases 
as the scores increase (Borg & Gall, 1989; Cronbach, 1951; Selltiz, 
Jahoda, Deutsch, & Cook, 1959). A reliability coefficient can show 
whether the test design is correct in expecting two or more items 
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to yield interpretable statements about individual differences (Kelley, 
1942; SPSS-x, 1989). 
Hypothesis number four: "The effective successor wants to out¬ 
perform the predecessor." This was answered by statements 28, 29, 30, 
and 32 of the Likert-type survey. The statements were given a score of 
Alpha-.7785, thereby demonstrating a high degree of reliability. 
Therefore, it can be concluded that there is, indeed, a desire by the 
successor to out-perform the predecessor. The mean scores of the 
effective and ineffective successors are listed below: 
Q Effective Successor Ineffective Successor 
3.534 
3.556 
3.149 
3.243 
3.657 
3.972 
3.395 
3.599 
28 
29 
30 
32 
Hypothesis number five: "The effective successor works between 50 
and 80 hours per week in order to complete his/her work." Question 
number 26 of the demographic survey, "Circle the number of hours you 
work per week," revealed the answer to this hypothesis. The effective 
successors scored a 3.206 mean, and the ineffective successors posted a 
3.324. 
Hypothesis number six: "The effective successor has a positive 
perspective of the business." This was answered through Likert-type 
statements 1, 2, 3, 4, and 6. The coefficient alpha score was .7388, 
suggesting an acceptable level of reliability. The mean scores of the 
effective and ineffective successors are listed below: 
Q Effective Successor Ineffective Successor 
1 
2 
3 
4 
6 
4.296 
3.933 
3.448 
3.989 
4.200 
3.892 
3.808 
3.205 
3.603 
3.973 
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The results indicate that effective successors perceive the 
business positively. 
4.12 Explanation of Questions 29 and 30 of Part II ('Demographic 
Questions) 
Questions 29 and 30 of Part II were hardly quantifiable because of 
their open-ended nature. Question 29 read, "What skills do you have 
that make you successful?" Question 30 said, "What are the most 
challenging problems you face as CEO of this company?" In order to lend 
some semblance of meaning to these questions, all the surveys were 
separated into effective and ineffective successor groups. Next, 
answers were recorded by the number of times key phrases appeared among 
respondents' answers. Table 16 shows answers to question 29 in order of 
frequency, starting with the most frequent. The ineffective successor 
answers are on the left. Table 17 does the same for question 30. 
4.13 Ethnographic Interviews 
A qualitative approach was taken as an ancillary facet of this 
research for two reasons: first and foremost, because of my own 
intellectual curiosity; secondly, the qualitative piece was used to see 
if the findings were parallel to or different from the survey research. 
According to McCracken (1988), the difference between the 
quantitative and qualitative roads is the way each treats its analytic 
categories. The quantitative approach isolates and precisely delineates 
categories before the process is undertaken. On the other hand, the 
qualitative methodology isolates and delineates categories as the 
process is happening. The qualitative approach will see the analytic 
categories change as the project is unfolding (Glaser & Strauss, 1965). 
In quantitative research, the survey questionnaire (in this case) is the 
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Table 16 
Answer Frequency for Question 29, Part II: "What Skills Do 
You Have that Make You Successful?" 
% of Ineffective % of Effective 
Ineffective Respondents Effective Respondents 
Successors Mentioning Successors Mentioning 
People Skills 16% Honesty 10% 
Leadership 12% Integrity 10% 
Motivation 10% Patience 9% 
Intelligence 7% Communication Skills 8% 
Education 5% Listening Skills 8% 
Communication Skills 5% People Skills 7% 
Perfection 4% Organizational Skills 5% 
Optimism 4% Business Savvy 4% 
Openness to Change 4% 
Marketing Skills 4% 
Negotiating Skills 3% 
Enthusiasm 3% 
Ambition 2% 
Common Sense 2% 
Education 2% 
Self-motivation 2% 
Persistence 2% 
Perseverance 2% 
instrument used to collect data; however, in the qualitative approach, 
the investigator is the instrument (Cassell, 1977; Guba & Lincoln, 
1981). 
The qualitative method is more able to reveal how a respondent 
views her/himself, the immediate environment, or the world. This can 
best be accomplished by eliciting information as unobtrusively as 
possible. The success of the qualitative approach rests on how well the 
interviewer draws out the respondent at precisely the right moment 
(Brenner, 1985). Four CEOs of family-owned businesses were 
interviewed by this writer during February, 1991. This group consisted 
of a small chain of optical/optician retail stores; a printing company; 
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Table 17 
Answer Frequency for Question 30, Part II: "What are the 
Most Challenging Problems You Face as CEO of this Company?" 
% of Ineffective % of Effective 
Ineffective Respondents Effective Respondents 
Successors Mentioning Successors Mentioning 
Employees 18% Employees 12% 
The Economy The Economy 
(Recession) 16% (Recession) 10% 
Growth 12% Competition 7% 
Competition 12% Cash Flow 6% 
Profitability 10% Growth 5% 
Cash Flow 8% Managing Overload 5% 
Motivating Employees 5% Insurance Costs 4% 
Attracting Strong Time Management 2% 
Managers 4% Gaining Market Share 2% 
Change 4% OSHA 2% 
Interference from Environmental Issues 2% 
Father 4% Risk Management 2% 
Internal Family Federal Government 2% 
Succession Problems 4% Estate Taxes 2% 
Survival 2% 
a two-store pharmacy chain; and an office equipment retailer. Two of 
the CEOs were second generation owners; one was third generation; and 
one was fourth generation. Names and locations have been changed in 
order to maintain confidentiality. 
4.13.1 Ron 
Ron is 50 years old and is the CEO of a printing company in 
Connecticut. His father started the business in 1940, one year before 
Ron was born. Ron has lived in the same city all of his life. He is 
married and has three children - one son and two daughters. His son, 
Mark, has recently joined the business after spending three years 
working for a large company. 
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Ron has a younger brother, and both were brought up to be 
practicing Catholics. Their mother was the force behind it, and she was 
deeply loved by both boys. She was their "guiding light." Ron was ten 
years old when she died, and he has never gotten over the loss of his 
mother. 
My mother was so wonderful. She was a warm person who never 
said a bad word about anyone. She was so different from dad. 
I was devastated when she died. I remember as if it were 
yesterday. I remember how lost I felt. I remember my father 
never cried. 
He described his father as a good man but one who was hardened by 
the mores of his generation, hence, compassion and warmth were not 
always evident. Soon after his mother's passing, Ron's father 
remarried. Ron and his brother had a difficult time of it. 
Ron and his brother, Donald, were musically inclined as children. 
This inclination was also due to his mother's influence; she was herself 
an accomplished pianist. Ron's father, however, considered music to be 
a hobby and not a career for his sons, and discouraged it. 
Ron attended a junior college in Massachusetts and, upon 
graduation, joined his father's business because he was unable to find a 
job elsewhere. He started and stayed at the bottom of the business for 
years. He was given little or no responsibility until he was in his 
mid-thirties. He resented the way his father treated him. His brother, 
seeing this treatment, chose not to enter the business. Instead, 
against his father's wishes, he chose music as his career and ultimately 
became a music teacher at a Midwest college. 
Donnie didn't care. He did what he wanted. He was never 
afraid of dad. Even though he was my younger brother, I 
admired him. I envied him, but I wasn't strong like him. It 
seems like Donnie has led his whole life that way. He wasn't 
defiant, he just knew what he wanted and how to get it. 
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Ron says he was not prepared for coming into the business and he 
received very little training from his father. The business was always 
marginally profitable. His father's management style was such that he 
was primarily concerned with operations, but he had little to do with 
administration. Therefore, he did not have a good grasp of everything 
in the business. Ron believes this may be one of the reasons his father 
spent little time training him. 
As the years went by, Ron continued to work for meager pay and 
little responsibility. He felt he was subservient to the office 
manager, who was, in truth, the administrative manager. Ron's father 
did little to increase sales, and spent more time with his recent third 
wife and their other-than-business activities. 
While my dad and his new wife were living the good life, 
my wife and I were really struggling. I'm so ashamed of what 
I was paid during my first 15 to 18 years working here. At 
one point, shortly after Mark was born, our family car died, 
and we were so poor we couldn't afford another one. So we 
went for almost a year without a car. Dad never offered to 
help. 
In 1984, the woman who was running the administrative side of the 
business abruptly left the company. Ron's father, being at a loss, 
asked Ron to help out. Ron was thrilled and recognized this as his 
opportunity to get entrenched. Two years later, Ron was made vice 
president and had gained some respect and power from his father. 
However, it wasn't until 1990, when the company was in the midst of a 
labor unionization attempt, marginal profitability, increased 
competition, and failing health of Ron's 85-year-old father, that Ron 
was given the title of president and CEO. Despite his age, Ron's father 
could not let go entirely and refused to turn over his majority stock 
position. Finally, after a showdown between father and son in September 
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of 1991, Ron became the majority stockholder. As he put it, he was 
"free at last." "It was as if dad didn't trust me. He never admitted 
it but I suspect that he thought I would ruin the business, or worse, 
throw him out. God knows I had reason, but, regardless of how he 
treated me, he was still my father." 
When asked about current sales and profits, Ron says they are 
improving and he believes the company "will make it." He is very 
excited about his own son, Mark, coming into the business. Ron said he 
will treat Mark much differently than his father treated him. 
Ron believes he already is a better CEO than his father, and that 
Mark will someday be better than he himself. Ron works 70 plus hours 
per week, but expects that to decrease over the years to a point of 50- 
55 hours. 
Ron's father is paid as a consultant to the company and is a member 
of the Board of Directors. He still comes to the office on a "limited 
basis." Ron claims that his father's presence on the scene has no 
effect on him or anyone else. 
Ron thinks he was around 11 or 12 years old when he first visited 
the business. He could not remember how he felt at the time. He said 
he really did not want to join the company. 
Having had only two years of college really did little to 
prepare me or qualify me for a real job. Dad's offer for me 
to join him was sort of half-hearted, which made me feel he 
was insincere. I tried to find work elsewhere, but couldn't. 
So I went to work for him. I think I resented how he treated 
me and my music. If he had encouraged me just a little, I 
probably would have turned out like Donnie. He loves what 
he's doing. I suppose Dad treated me like most fathers treat 
their oldest child. I don't know. 
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When asked, if he had a magic wand, what would he be, Ron said he 
would be a musician. His advice to other successors is: have faith in 
God; patience and perseverance; and a supportive family. 
4.13.2 Stan 
The second CEO interviewed was Stan, a 60-year-old, fourth 
generation successor. He is head of several optical stores in 
Connecticut that date back to the turn of the century. Stan is married, 
with three children, one of whom is in the business and who is a 
licensed optician. Stan hopes that the business can survive this 
current recession so that his son can take over. 
Stan grew up in a wealthy family on Long Island and attended the 
best private schools and graduated from Yale with an engineering degree. 
Upon graduation, he fulfilled his ROTC requirement by serving as a naval 
officer in Europe. He described his childhood as a very good one, 
surrounded by love, warmth, and affection from his Protestant-practicing 
parents. 
Growing up was wonderful but somewhat isolated. My 
parents were pretty well off so we never struggled like some 
others, I suppose. I think our whole town was affluent. I 
don't think it was detrimental - I think I was fortunate. 
Anyway, I never had a job until I graduated college. I went 
into active duty with the Navy. I liked it - I loved it. I 
wish I stayed. It was a good life. Of course, there was no 
war going on. When I got out, I didn't have a job to go to. 
My father suggested I take a look at uncle's business in 
Connecticut. So, I drove up one weekend, and that was it. 
After leaving the Navy, Stan joined his uncle's optical business 
because he "didn't like engineering, but loved Connecticut." Work, for 
him, was an honest job, honest living, and 9 to 5 Monday through Friday. 
He had no desire to run the company and never thought he would. In 
1961, his uncle died, on the job, of a heart attack. His son, Stan's 
153 
cousin, took over. Stan described bis cousin, Nick, as a "very capable, 
likeable workaholic, who was too intense, but was very good to work 
with." 
In 1975, Nick had a massive coronary, which left him unable to 
work. Thus, Stan was obligated to take the presidency. As Stan put it, 
"there was no one else." He was apprehensive at first because he felt 
he was not an administrator nor could he fill his cousin's shoes. Since 
he was not the majority stockholder, he was uncomfortable and tenuous at 
directors' meetings. Back in the mid-seventies, the Board of Directors 
was comprised of 12 members, ten of whom were family. Despite the title 
of Chairman of the Board, Stan really had little power. 
When I think back to when I first took over, for the life 
of me I don't know how I did it. Even though I had been 
employed for quite a few years at the place, I didn't know a 
damn thing. How I survived -- how the company survived, is 
still a mystery to me. I guess I never believed I would ever 
have to run the company myself. Hell, I thought Nick would be 
there forever. 
I'll never forget my first board of directors meeting. 
It was held at my aunt's house. I thought, "My God, what did 
I get myself into?" It was a cross between a boy scouts' 
meeting, an afternoon tea with the old folks, and a shouting 
match. I remember how inept I felt. I just sat there in 
disbelief. Fortunately, as the years went by, and I began to 
fit into the job, I started to take a firmer stand at the 
meetings. Actually, it was pretty silly. My aunt and her 
kids had most of the stock. I really had no power until last 
year when I bought all the stock. It makes a big difference 
when you're really the boss. 
Since Stan has taken the CEO position, the company's outlets have 
grown from six to eight, but this includes two store closings and four 
new stores. Volume from 1975 to 1990 has increased only 22 percent, 
while overhead has "mushroomed." Stan would not say what the exact 
number is, but he did say that profits are depressed. He did admit that 
the company has been "in the red for the past three years and is not 
154 
He believes that the poor projected to turn around until 1992." 
financial picture is due to several things: high salaries for licensed 
opticians; new competitors who discount prices; decline of traffic in 
their two downtown locations; and squabbling among the directors. Stan 
added that the in-fighting of the directors increased as profits 
decreased and had become so problematic that he felt obligated to buy 
out the majority stockholders, and now he controls the majority of 
stock. 
Stan is not sure if it will be said that he was a better CEO than 
Nick. 
Nick was a tough act to follow. He knew so much. He 
even knew the bookkeeping side. I was in awe of him. Of 
course, you have to remember he was born in this business. He 
never went to college, although he was a bright guy. He just 
knew the business was his for the taking and that's what he 
did. In fact, besides a paper route, he never worked anywhere 
else. I should have known something was going to happen to 
him. He was intense. He lived here. I think he took only 
three or four vacations while I was here, and none were more 
than a week. His hours did him in. I don't think he ever 
worked less than a ten-hour day. Most days he worked twelve, 
maybe fourteen hours. I should have known. He smoked, too, 
and always had a cup of coffee in his hand. 
Stan works "about 50 hours a week" -- always has, and, if anything, 
will strive to reduce that to 35 to 40 hours. When asked if he could 
wave a magic wand, he said he would like to be a teacher or writer. I 
asked him if he could relive his life would he be the CEO of a family- 
owned optical store chain. He hesitated, then said, "no." His advice 
to future CEOs of family businesses - "make sure you own at least 51 
percent of the stock." 
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4.13.3 Kate 
Kate has been CEO of an office equipment company for over five 
years. The company was started by her father in 1975. She grew up in 
an Irish Catholic home with two "wonderful, supportive parents." She 
has two brothers and three sisters, of which she is the fourth sibling. 
All of the children got along well together, for which she credits her 
mother. "Dad wasn't around too much; he was always working." 
Kate's father opened his own office equipment business in 1975, 
after a lifetime of working for other people. Kate said the first 
couple of years were really hard. Her father worked "very long hours, 
seven days a week." When he was home, the dinner table became the forum 
for "shop-talk." She was exposed to a lot of shop talk, most of which 
was positive and humorous because "that was dad's way." She described 
her father as a loving, honest man, extroverted, and very funny. 
Like her brothers and sisters, Kate had to work her way through 
college. She graduated in 1977 with a teaching degree in physical 
education and "never took a business course." After doing her teaching 
practicum, Kate realized teaching was not for her. While she was 
contemplating her future, her father convinced her to try the business. 
She remembers the first year as being difficult. She learned that her 
father was a marvelous salesman, "but not a great administrator. They 
were robbing Peter to pay Paul. There were too many employees, not 
enough volume, and too many deadbeats on the books." She said she 
almost quit several times but she persevered and stayed. Within a few 
years, the business was making headway and a little profit. She knew 
almost everything about the business and had done everything except 
outside sales. Selling did not come easy for her. "Dad was a great 
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coach - I owe so much to him, and I miss him dearly." Her father was 
diagnosed as terminally ill in 1985 and died in 1986. 
About a year before my father got sick, he worked hard to 
convince me to try selling. I didn't want to do it. I didn't 
think I had it in me. All I could think of was trying to be 
as good a salesman as my father. Just the thought scared me. 
I was more like Mom - quiet and reserved. Finally, I tried 
it. The first few months were nightmarish. Oh, how well I 
remember coming back to the office at night and crying on 
Dad's shoulder. I always wanted to quit, but he always 
convinced me to hang in there. 
Kate's brother, Phil, a lawyer, joined Kate at the end of 1985. 
Her younger sister, Peggy, joined the firm in 1987. Kate's relationship 
with Phil is excellent. He handles administration while she occupies 
most of her time in operations and sales. Peggy and Kate's relationship 
was stormy in the beginning, but it has gotten progressively better. 
When Kate first joined the business, they worked out of a 1500 
square foot warehouse and did about $30 thousand a month in sales. In 
1985, the company moved to a 7500 square foot warehouse and was doing 
over $200 thousand a month. 
When I first came into the business, I thought I would 
give it a try and, if I didn't like it, I would do something 
else. But, I enjoyed it. There was a lot to do. They were 
overstaffed; had a heavy inventory; the receivables were 
atrocious; and we owed everyone. A few customers took 
advantage of dad. It really hurt me to see that. My dad was 
a soft touch. 
Since Kate took over as CEO, the business has experienced yearly 
sales increases of 15 percent or more, with profits rising 10-12 percent 
every year. She has doubled the sales force; promoted two people from 
within to become managers; sent two employees to school to be authorized 
service technicians; initiated media advertising programs; and joined 
several professional organizations. The company is financially sound 
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and is on its way to becoming one of the largest office equipment 
dealers in Connecticut. 
Kate knows she will be, and probably is now, a better CEO than her 
father. Before having her first baby last year, she regularly worked 70 
to 80 hours a week. Now she works about 45 hours, but expects that to 
increase and level off to about 60. Her husband will "never come into 
the business, but, hopefully someday, her children will." Kate would 
like to see her father's creation become a strong family business which 
will be carried on for many generations. 
Kate sees the business growing to about 35 employees in the next 
five years. She anticipates $100 thousand dollars in sales per 
employee. Her product lines will double, as will her average unit sale. 
She thinks she may add another warehouse in downstate Connecticut. 
When asked if she could wave a magic wand and be anyone, she said 
she was happy being Kate. She believes that maturity, organizational 
and management skills, and respect for employees have been the most 
important factors leading to her success. Her advice for future family 
business successors is: remember how you got to where you are today; 
and accept change as good, but take it slow. 
4.13.4 Ed 
Ed is 52 years old and CEO of two pharmacies in Massachusetts. The 
business is in the process of being sold to a national drug chain. Ed's 
grandfather began the family business after the turn of the century. He 
came to this country from Russia and settled in the Boston area with his 
wife. He became a street peddler of household goods and used clothing. 
Before long, the business was in a storefront and had become a mini- 
discount store. This grew to three stores in and around Boston. 
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Soon after graduating pharmacy school, his son, Meyer (Ed's 
father), joined the business. Meyer soon convinced the grandfather to 
open a store with a pharmacy in downtown Boston. The store was an 
instant success of what was to become a chain of eight discount drug 
stores. 
Ed was born three years after his sister, Rose. Ed remembers his 
childhood as being lonely. His father was always working and his mother 
"always seemed preoccupied with my sister." When his father was home, 
he spent little time with Ed. As time went on, Ed became more distant 
from his parents. He felt "like a boarder in [his] parents' house." 
Actually, I thought my father disliked me. To this day, 
I still don't know. I'm serious. I was too afraid to ask 
him. Maybe I was afraid of the answer. Whatever was going 
on, I can tell you I was not treated like Rose. She could do 
no wrong - I could do nothing to please my parents, or so it 
seemed. 
Ed went to California against his parents' wishes after he 
graduated from high school to "find himself." He was not there a year 
when he received a call from his sister saying that his mother was ill. 
He returned home and, within a few weeks, his mother passed away. Ed 
stayed with his father, who was now alone. Their relationship seemed to 
improve. 
I felt sorry for him. He seemed lost without mom. He 
sure didn't know his way around the kitchen. Maybe I was 
hoping that by living together I might be able to capture some 
of the father-son things I never had. Things got a little 
better, but I never saw the warm side of him. Maybe he didn't 
have one. Maybe I expected too much. I don't know. I don't 
think our relationship could be considered normal. 
His father offered to send him to college to study pharmacy with 
the idea that he would come into the business and "someday take over." 
Ed accepted. While he was at college, his father remarried. It came as 
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a shock to Ed since he never knew of the relationship until a month 
before the wedding. Ed's stepmother was a nice woman but he felt she 
remained distant from him. 
I was in my second year. He had Rose call me. I was in 
shock. I couldn't sleep. I couldn't study. I couldn't do 
anything. I couldn't believe At. I couldn't blame him for 
getting married again; it's just that, at the time, I was mad 
because someone - a stranger - was taking my mother's place. 
Most of all, I was mad because he [his father] never mentioned 
her before. 
The business began to do poorly. Ed attributed the decline to his 
father's inability to manage the business. When Ed graduated, the 
business was now a four-store chain struggling to keep its head above 
water. Instead of being treated like the heir-apparent, Ed was given a 
job as pharmacist in the smallest store. After two years and many man- 
to-man talks, Ed left the business. He believed his father "would never 
let go," so he went to work for a national pharmacy chain. Aside from 
being invited to his father's house for the Jewish high holidays and a 
"wedding or two," Ed and his father hardly spoke. 
I saw the handwriting on the wall. I was going nowhere. 
I figured the day he gave up the power would be the day they 
buried him. Talk about being an orphan - you'd think I had 
leprosy or AIDS. Once I left the business we really went our 
separate ways. He was hurt that I left, but he never thought 
about how I felt. 
In 1980, Meyer told Ed he was tired and wanted Ed to come back into 
the business and that he would make him a partner. They agreed that 
Meyer would keep 51 percent of the business and become Chairman of the 
Board, and Ed would get 49 percent and become President and CEO. Ed 
jumped into the business and quickly turned it around and restored it to 
a reasonable level of profitability. Ed handled everything except the 
finances, of which his father demanded control. This went on for 
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several years. "He kept promising that any day now he would turn 
everything over to me." 
One day in 1983, Meyer told Ed he was selling the two best stores 
to a regional chain. Ed felt he had been betrayed by his father. Until 
that day, there had not been a hint that Meyer intended to sell. 
I can't begin to tell you how I felt. Rage! If murder 
was legal. ... He never told me what he was thinking. I 
don't think I'll ever forget that day. It was my first day 
back. I had been on vacation in Puerto Rico. I was in the 
Burlington Street store when he came in. We went into the 
storeroom and he tells me he's selling the Locust and Garfield 
stores to XYZ stores. He began to tell me why it was such a 
good deal. I was so pissed I didn't hear what he was saying. 
I saw his mouth moving, but I couldn't hear a word. I wanted 
to kill him. I'm not married, but if I was and I had a kid, I 
would never treat him the way I was treated. 
Meyer died in 1990. He never did make provision for transferring 
his 51 percent ownership to Ed. Due to estate tax laws, Ed is forced to 
sell the business. 
The people interviewed, Ron, Stan, Kate, and Ed, were unique unto 
themselves, but were not unusual. Their backgrounds and stories are 
typical of many small, family-owned businesses. Of the four, only Kate 
appears to be successful. Ironically, she is the only one, by 
definition, who is an effective successor. She not only has the title 
and power of office, but is the only one who clearly demonstrated the 
ability to maintain an acceptable trend for sales and profits. 
4.14 Summary 
The research investigated 254 successors of small, family-owned 
businesses throughout the United States and Puerto Rico. Of these, 181 
were classified as effective successors. The criteria for being 
considered effective successors are, first, that they have the title and 
power of office and, second, that they have demonstrated the ability to 
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Ineffective maintain a positive trend of increased sales and profits, 
successors are those who lack one or both criteria. Of the 254 
participants, 73 were found to be ineffective successors. 
A survey questionnaire consisting of 40 Likert-like statements and 
30 demographic questions was used to address six hypotheses. In 
addition, the questionnaire was utilized to compare and uncover 
differences between effective and ineffective successors. The responses 
to the instrument produced a plethora of quantitative data, most of 
which was presented in this chapter. 
As a means of comparison, a qualitative dimension was added in the 
form of four ethnographic interviews involving second-, third-, and 
fourth-generation successors to small, family-owned businesses. These 
participants were interviewed individually for over an hour. The 
questions and answers dealt essentially with personal and family history 
and attitudes about the family-owned business. 
As an overview, listed below are what appear to be dominant factors 
which seem to impact on effective succession, some of which appear to be 
more prevalent than others. A far more detailed discussion of the data 
is presented in Chapter 5. 
1. The successor is the majority stockholder. 
2. The relationship between the successor and her/his parents is 
positive. 
3. The successor has a positive attitude about the business. 
4. The successor has demonstrated the ability to create a 
positive sales/profit trend. 
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CHAPTER 5 
SUMMARY AND DISCUSSION 
5.1 Introduction 
This research was undertaken for the purpose of finding data that 
would lead to a better understanding of why family-owned businesses have 
short life spans. Ward (1987) has shown that less than 15 percent of 
family-owned businesses make it through the third generation. 
The bulk of the research centers on a relatively large sample of 
254 CEOs of small family businesses. The 254 respondents were separated 
into two groups - 181 effective successors and 73 ineffective 
successors. An effective successor is defined as one who has the title 
and power of office, and has demonstrated the ability to expand the 
business while maintaining an acceptable level of profits. 
Since most of the literature pertaining to succession in family- 
owned businesses revolves around the founding entrepreneur and family 
systems, it was presumed that a departure from tradition was timely. 
The underlying assumption of the research is that there are some 
characteristics and attitudes of the effective successor that are 
different from the ineffective successor, which, perhaps in part, 
account for the low survival rate in family business. 
The polestar of this chapter, a discussion of important results, 
is presented in the next section of this chapter. Section 5.3 follows 
with presentation of methodological limitations. The next section, 5.4, 
deals with implications of the findings for theory and practice. Last, 
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recommendations and questions for further research are offered in 
section 5.5. 
5.2 Important Results 
5.2.1 Hypothesis #1 
"The effective successor was exposed to the business at an 
early age, starting around 10." 
Bork (1986) and Stevens (1990b) advocate bringing the successor 
into the business at an early age. Collins and Moore (1964) and Zalezik 
(1976) believe that early childhood experiences set the stage for 
development of entrepreneurial characteristics. However, the literature 
is remiss in citing an age or age bracket for exposing a potential 
successor to the business. 
The results which lead to hypothesis number one show that 
effective successors were first exposed to the family business at about 
llh years old, while the ineffective successors were slightly older than 
10 years old. This is an important statistic since it is the first time 
these ages are cited with some degree of specificity. 
5.2.2 Hypothesis #2 
"The effective successor worked elsewhere in several 
capacities before joining the family firm." 
Several researchers (Bork, 1986; Danco, 1982, 1987; Lansberg, 
1988; Rosenblatt, de Mik, Anderson, & Johnson, 1985; Vancil, 1987; Ward, 
1987) have suggested the importance of having successors work elsewhere 
in several capacities before joining the family business, but, again, no 
suggestions are offered as to how many previous jobs represent an 
acceptable level of experience before coming into the family business. 
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The answers received for Hypothesis number two indicate that the 
effective successors of the research project have worked two previous 
jobs before joining the family firm. 
The research shows that effective and ineffective successors began 
to work full time in the family business at age 20. That would mean 
that somewhere between age 16 and 20 they worked an average of two jobs, 
gaining experience necessary to join the family business as better 
potential successors. Surely, ages 16 to 20 are questionable in terms 
of maturity. Also, one must wonder what levels of responsibility are 
expected of or presented to this age group. Consequently, the research 
results appear to differ with the contemporary theory of previous work 
experiences. Surely, having other work experience prior to joining the 
family business should be beneficial; however, in light of the findings 
for this hypothesis, it would be dubious to say that effective 
succession depended on previous outside work experience. 
5.2.3 Hypothesis #3 
"The effective successor willingly came into the business." 
Aronoff and Ward (1990), Birley (1986), Bork (1986), and 
Sonnenfeld (1988) urge that the successor voluntarily and willingly come 
into the business. According to the results from question 35 of the 
Likert-type survey, virtually all effective successors did, indeed, want 
to join the family business. However, the same results occurred for the 
ineffective successors. So, in terms of the postulate and in view of 
the research, one must wonder just how important this really is. 
Certainly the numbers do not definitively support the theory. 
5.2.4 Hypothesis #4 
"The effective successor wants to outperform the 
predecessor." 
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Family business literature reveals little information regarding 
the successor s desire to out-perform or compete with the predecessor. 
However, the results of statements 28, 29, 30, and 32 of the Likert-type 
survey have possibly presented new significant data. The results have 
shown that successors do harbor a competitive feeling about the 
predecessor. As Freud (1930) said, "our attitude to fathers and 
teachers is, after all, an ambivalent one since our reverence for them 
regularly conceals a component of hostile rebellion" (p. ix). What 
appears to be more interesting is that ineffective successors, by 
comparison, have a diminished competitive attitude toward the 
predecessor. The t-test indicated a significant difference between the 
two types of successors in this regard. 
This competitive factor has been discussed by some researchers 
(Anthony & Benedek, 1970; Cottle, 1981; Danco, 1980; Freud, 1930), but 
there remain many questions to be answered. "The push for individual 
accomplishment, therefore, indeed the entire competitive struggle 
between sons and fathers, may find its origin in the earliest 
identification processes and the mysteries shrouding the very existence 
of both men" (Cottle, 1981, p. 138). 
This research has uncovered what appears to be a competitive force 
that is more intense in the effective successors, and one that is 
diminished in successors deemed ineffective. This is further 
corroborated by the t-test, which shows a significant difference between 
the two types of successors. I believe this to be a critical finding 
that needs to be pursued. 
5.2.5 Hypothesis #5 
"The effective successor works between 50-80 hours per week 
in order to complete his/her work." 
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Family business literature presents little argument about the 
number of hours the average entrepreneur invests in the business. The 
range of hours is extreme, running between researchers who believe the 
average hours to be 40 to 50 (INC,. 1990) and those who believe the 
figure to be 80 to 100 hours (Alcorn, 1982; Goffa, 1990; Schollhammer & 
Kuriloff, 1979). The results of the survey responses to Hypothesis 
number four indicate that the effective successors work a little over 60 
hours per week, while ineffective successors work about the same or 
perhaps an hour or so more. One must wonder if a founder/entrepreneur 
works different hours than a second, third, or fourth generation 
entrepreneur. Since this research involved only the latter, a 
comparative relationship cannot be drawn. 
In retrospect, I believe question number 26, which asks about the 
number of hours worked, needs to be asked again, but this time it should 
be better defined. Some responses to the question were confused because 
the respondents were confused about the definition of work. To some, 
work is an activity that happens at the workplace. However, to others, 
work is constant - meaning it is an all-consuming activity. To be more 
specific, they work at the office, at home, and, to some, while they 
sleep. So, a revised question would need to be more specific. The 
answer choices, too, should be changed from ten-hour to five-hour 
increments. 
5.2.6 Hypothesis #6 
"The effective successor has a positive perspective of the 
business." 
Some of the most noted researchers in family business (Bork, 1986; 
Danco, 1980; Lansberg & Astrachan, 1990; Ward, 1987) stress that the 
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successor must have a positive attitude about the business. The results 
leading from Hypothesis number six are consistent with previous 
research. Furthermore, the results seem to indicate a difference in 
attitude between effective and ineffective successors. Here again, as 
in hypothesis number 4, the t-test identifies the difference between 
successors as significant. 
Questions 1, 2, 3, 4, and 6 of the Likert-type survey, and their 
results, confirmed Hypothesis number six. The t-test reported 
significant differences between effective and ineffective successors for 
questions 1, 4, and 6. These results seem to demonstrate a more 
positive attitude about the business for the effective successor than 
his/her counterpart. One wonders if the ineffective successor came into 
the business with a less-than-positive attitude or whether the business 
caused this successor to develop a negative perspective. 
5.2.7 Question Number 2 ('Demographic Survey) 
Question number 2 in the demographic survey addressed date of 
birth. The mean ages were both interesting and different for the two 
types of successors. The effective successors had a mean date of birth 
of 1940, while the ineffective group had a mean date of birth of 1950. 
In other words, the average effective successor in this study is 50 
years old, and the ineffective counterpart is 40 years old. Since most 
respondents answered questions 24 and 25 of the demographic survey 
(sales for 1985-1994), it is safe to say that most have been in their 
positions for three to five years. Thus, the effective successors were 
in their mid to upper 40s when they became CEO, while their counterparts 
were in their mid to upper 30s. Presuming that these calculations are 
correct, the results would be consistent with previous research by 
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Churchill and Hatten (1987), Davis (1984), and Peiser and Wooten (1983), 
who suggested that life stages of successor and predecessor were 
important factors toward effective succession (see Table 18). 
Table 18 
Age Ranges and Outcomes 
Successor Predecessor Anticipated 
Age Range Age Range Outcome 
17-25 40-50 Ineffective 
35-40 60-70 Ineffective 
25-35 50-60 Effective 
40-45 70-80 Effective 
5.2.8 Ineffective Male/Female Successor Differences 
The sample consisted of 181 male successors and 73 female. The 
ineffective male successors comprised 28 percent of their ranks, while 
the ineffective female successors were 30 percent. The difference seems 
insignificant and presents a good case for parity among the sexes. Some 
researchers, such as Goldberg (1977), Mead (1970), Menchik (1980), and 
Schneider (1980), imply that women are not as well suited for the CEO 
slot as are men. On the other hand, Ambrose (1983), Epstein (1991), 
Nelton (1991), and Solomon (1986) disagree. The results of this study 
would appear to disprove the notion of differences of ability between 
the sexes. 
5.2.9 Questions 29 and 30 (Demographic Survey) 
The responses to open-ended questions 29 and 30 of the demographic 
survey were interesting. Tables 16 and 17 list them in order of 
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frequency. In order to be included, a response had to have appeared a 
minimum of three times. 
Question 29 asked "What skills do you have that make you success¬ 
ful?" There was no agreement, at all, between effective and ineffective 
successors regarding the three most frequently listed skills for each. 
The effective successors listed their three most important as honesty, 
integrity, and patience. Conversely, the ineffective successors chose 
people skills, leadership, and motivation. From a subjective 
axiological perspective, these, perhaps, represent two polarities. The 
words chosen by effective successors appear to emphasize an 
intrapersonal, abstract frame of reference, whereas the ineffective 
group leans toward word choices that suggest interpersonal, concrete, 
bottom-line persuasion. The use of word association is discussed in 
numerous surveys of clinical psychology and projective techniques 
(Anastasi, 1968; Bell, 1948; Jung, 1918; Levy, 1952; Rotter, 1951). To 
be more succinct, ineffective successors' word choices seem very 
business oriented. Effective successors choose words that represent a 
Christian virtuosity that is almost biblical, and express a desired 
universal value system. 
Question 30 asks, "What are the most challenging problems you face 
as CEO of this company?" Both groups' first five answers were mirror 
images, which suggests recognition of and agreement on the signs of the 
times. However, the similarities end after the fifth answer. From that 
point on, the ineffective successors seem to be caught up in people- 
based challenges. Conversely, the effective successors' problems appear 
to be fixed on external forces. 
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Hall and Lindzey (1970) urge that current theories of personality- 
show substantial variation in their complexity and the extent to which 
they involve a multitude of mechanisms. Therefore, it is suggested that 
the interpretation of the meaning and usefulness of answers rendered to 
questions 29 and 30 be left to the reader. 
5.2.10 Statement 13 (Likert-type Survey) 
Statement 13 states, "I know I will be successful." There was a 
significant difference between the effective and ineffective successors' 
responses. Coopersmith (1967) advocates that people assess their own 
success in terms of: 
1. power - the ability to influence and control others; 
2. significance - the acceptance, attention, and affection of others; 
3. virtue - adherence to moral and ethical standards; and 
4. competence - successful performance in meeting demands for 
achievement. 
The issue of self-esteem has been mentioned many times in relation to 
effective succession (Alcorn, 1982; Bork, 1986; Hall & Lindzey, 1970), 
and the results of statement 13 seem to reinforce the importance of 
self-esteem. 
5.2.11 Ethnographic Interviews - Summary 
It is the opinion of this researcher that, of the four CEOs 
interviewed, only Kate could be considered an effective successor. At 
the time of their interviews, all were the true CEOs. Kate has had the 
power for a while, but her peers received it only recently. Regarding 
their ability to grow the business, Kate is the only one who has been 
able to accomplish it. A comparison of the four CEOs is provided in 
Table 19. 
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In summation, for the most part, the findings of the four 
interviewees appear to be consistent with the results of the study. The 
only apparent exception is prior job experience. Ironically, none of 
the four had previous experience. This is, however, further support of 
my contention that previous work experience has little to do with a 
predisposition toward effective succession. 
5.3 Limitations of the Study 
"Limitations are those conditions beyond the control of the 
researcher that may place restrictions on the conclusions of the study 
and their application to other situations" (Best & Kahn, 1986, p. 39). 
Kerlinger (1986) reminds us that all scientific research has flaws. The 
reason for drawing the reader's attention to the limitations of the 
study is to allow the reader to draw independent conclusions as to the 
validity of the data presented. 
The investigative paradigm is based on the assumption 
that profound conflicts of interest, values, feelings, and 
actions pervade social life. It is taken for granted that 
many of the people one deals with, perhaps all people to 
some extent, have good reason to hide from others what they 
are doing and even to lie to them. (Douglas, 1976, p. 55) 
Limitations regarding replication of the study should be 
considered. Causal-comparative inquiries present an obvious limitation 
because of the investigator's inability to control the independent 
variables. The study was limited to 254 participants; second-, third-, 
and fourth-generation CEOs; only one member of each firm; individuals 
generally between ages 21 and 55; individuals from privately held 
corporations; and profit-making firms. 
Further limitations exist over the fact that only two associations 
were used as sample populations. Contacting individuals, in this case, 
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through questionnaires and interviews is inherently limiting. The 
marginal value of this sample size in relation to the costs of 
processing additional data and the willingness of respondents to 
surrender information should be considered limited at best. 
The research should be considered limited based on the way 
successors were separated into effective and ineffective groups via 
sales history for 1985-1989 and sales projection for 1990-1994. 
Kidder (1981) suggests that verbal reports essentially create a 
level of trust or distrust for the reader and researcher. Since part of 
the research involved four ethnographic interviews, the validity of the 
information gathered is left to the reader. 
"It is rare that the meaning of one's data emerges fully formed 
from whatever analysis is performed, and any conclusion must be regarded 
with skepticism until it is confirmed often enough to remove further 
doubt" (Pitz, 1982). 
5.4 Delimitations of the Study 
"Delimitations describe the populations to which generalizations 
may be safely made" (Locke, Spirduso, & Silverman, 1987, p. 28). Any 
generalizing that might be applied due to the study should be confined 
to this sample, namely, second-, third-, or fourth-generation 
successors. 
5.5 Implications for Theory 
Current theory contends that early exposure to the family business 
by the successor is important. Common sense tells me that it does, 
indeed, serve several purposes: 
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1. a general exposure; 
2. a fun experience; and 
3. a bonding with the incumbent. 
Does it, in any way, predispose a potential successor to effective or 
ineffective succession? This study does not lead one to believe so; 
however, further research about this theory is called for. 
Another proposition which is currently thought to be important 
pertains to previous business experience for the successor. The theory 
is good and can be justified because previous experience can lead to a 
general overview or exposure for the successor; it allows for seasoning, 
or a period leading toward greater maturity; it allows the successor to 
see how other organizations operate; and it usually creates the 
opportunity to work at lower levels in the organization, most of which 
would probably not be experienced by the successor once he/she joined 
the family business. This need for outside or previous experience 
leading to effective succession, however, is not corroborated by this 
study. Almost all 254 successors did have previous work experience 
outside the family firm, and yet, as the research shows, almost a third 
of them became ineffective successors. This leads me to suggest that 
further research about this theory needs to be conducted. 
The same can be said for the contemporary theory that posits the 
need for the willingness on the part of the successor to join the family 
business. Here, again, the study showed that virtually all successors 
willingly came on board, but, in spite of this, 73 were classified as 
ineffective. So it would seem that this research refutes current 
thinking and thereby would call for further data about this theory. 
5.6 Implications for Resp.arr.h 
This research appears to have uncovered a virtually unknown trait, 
that is, a sense of competition which is held by the successor toward 
the predecessor. More important, it seems to prevail at a significantly 
higher level in effective successors than in those who are classified as 
ineff©ctive. Clearly, further research is a must, and can be driven by 
the following questions: 
1. What is this competitiveness? 
2. Can it be named? 
3. Can it be identified? 
4. Why does it appear to be more intense with effective 
successors and diminished with ineffective successors? 
5. Is this trait a prerequisite to effective succession? 
6. Can this finding (competition between successor and 
incumbent) be replicated? 
Another finding of this research which seems to be consistent with 
previous research is the piece that speaks to or demonstrates the need 
to match life stages of the incumbent and successor. Due to the dearth 
of replication of this postulation, it is suggested that further 
research be initiated. 
Finally, the literature provides a fair number of inferences 
questioning the ability of women as effective successors. This study 
clearly refutes that. Since more women are becoming candidates for 
succession than ever before, this would be an opportune time for further 
research to be conducted on the relative effectiveness of female 
successors. 
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5.7 Implications for Practice 
To all readers: This research is but one small piece of the 
succession puzzle. The findings are presented for your own 
interpretation, and are not dogma. 
To CEOs: The study is presented as food for thought as you go 
about your business. The time will come, voluntarily or involuntarily, 
when you will want to do less or be more than CEO. Planning is critical 
- long-term planning - and it should begin somewhere between the seventh 
and tenth years in business. It begins by acknowledging and accepting 
the fact that you are mortal, and that someday you will want or need to 
pass the baton to someone who will carry on the business. 
You will need to identify a potential successor or a few 
successors and observe them until you are sure which one is the best 
candidate. Once you have decided, announce it to everyone - family, 
employees, suppliers, customers, and peers. 
Establish a time frame for training that includes the opportunity 
for the heir apparent to work in most, if not all, positions in the 
company. If it is possible, have one of your lieutenants be a mentor 
for the successor during the training. 
From the time you have chosen the successor, to the time she/he is 
given ultimate power, it can be somewhere between five and ten years. 
But, when your successor is ready to move up, you must be ready to move 
on to your next challenge. Do not look back - just look ahead. 
To successors: Learn, be patient, and know that part of being CEO 
means planning for your own replacement. 
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January 15, 1991 
Dear Mr. Doe, 
The National Family Business Council is very much committed to the 
growth and longevity of your business and all family businesses. John 
Messervey, Director of N.F.B.C., suggested your name as a likely 
participant in my research of leadership succession in family 
businesses. It is for that reason that the Council encourages you to 
take a few minutes to answer a survey, which will be mailed to you 
within the next two weeks. 
I am a researcher at the University of Massachusetts. My study is 
about factors leading to effective leadership succession. Specifically, 
I want to learn what it is about the successor of a family business that 
leads to sustained growth and continued profitability of the business. 
Family business is a stabilizing force in our economy during times 
of economic downturn. President Bush has finally admitted that we are 
in a recession, and as is usually the case, big business is affected the 
most, which is evidenced by their bankruptcy rates compared to small 
business. Why is family-owned, small business so strong? Only you 
know, and it is for that reason that your willingness and cooperation in 
completing the survey is so important to this study. 
Whatever you choose to share with me will be absolutely 
confidential. Anonymity is guaranteed since no personal or company 
names will appear on the survey. Once all the survey information is 
compiled, I will send you a summary of the results for your own use. 
Thanks for taking the time to read this letter, and please look for the 
survey which will be mailed in about a week. 
Sincerely, 
Steve Goldberg 
University of Massachusetts 
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January 24, 1991 
Dear 
As I noted in ray letter, dated January 15th, the purpose of the 
enclosed survey is to better understand effective succession in family- 
owned businesses. The results should be useful to CEOs of family 
businesses who want to see their businesses ultimately passed on to the 
next generation. Whatever you share with me will be strictly 
confidential. No individual or company names appear on the survey; 
therefore, you and your company are guaranteed anonymity. 
The survey should take about 15-20 minutes to answer. Please 
answer all the questions. It will be my pleasure to send you a summary 
of the results of the surveys as soon as I have analyzed them. I truly 
hope you will participate in this study. Thank you so much for your 
effort and concern. 
For your convenience, I have enclosed a self-addressed and stamped 
return envelope. If I can be of any help to you, please call me 
(collect) at (203) 521-6123. A response in the next two weeks would be 
especially helpful. Once again, thank you. 
Sincerely, 
Steve Goldberg 
Family Business Research 
University of Massachusetts 
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FACTORS WHICH IMPACT EFFECTIVE SUCCESSION 
IN SMALL FAMILY-OWNED BUSINESSES: 
AN EMPIRICAL STUDY 
1. The purpose of the study is to identify common factors of the 
successor which are present in effective successions. This 
information will be evaluated and recorded as a resource or 
reference for any families who are planning succession in 
business. 
2. You will be asked questions "in general" about the company's 
sales, profits, and projections. Also, questions about your work 
habits, work history, and personal needs will be asked. 
3. You may withdraw from the study at any time without consequence. 
4. I, Steve Goldberg, will try to answer any question(s) you may 
have. 
5. Your name or the name of your company will not be mentioned in 
this study, so as to maintain confidentiality and anonymity. 
6. I, Steve Goldberg, will be happy to send you a summary of the 
results, if you desire. 
If _, understand that the information given by 
me is volunteered by me and I do not expect to be paid or rewarded in 
any way or form. 
Your Signature: Date: 
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Survey - Part I 
Directions: Please read each statement. The choices to the right of 
the statements represent varying degrees of agreement or disagreement 
with each statement. Circle the one that best answers the statement for 
you. You must choose one of the five possibilities: Strongly Disagree 
(SD) , Disagree (D), Neutral (N), Agree (A), Strongly Agree (SA). Please 
respond to all of the statements. 
Choices: SD = Strongly Disagree 
D - Disagree 
N * Neutral 
A = Agree 
SA = Strongly Agree 
1. This business gives me a 
comfortable life style. SD D N A SA 
2. I will retire from this 
company. SD D N A SA 
3. I want my children to come into 
this business someday. SD D N A SA 
4. The future of this business 
looks good. SD D N A SA 
5. The future of this industry 
looks bad. SD D N A SA 
6. My work is enjoyable. SD D N A SA 
7. My life would be better if I 
worked for someone else. SD D N A SA 
8. I dislike dealing with 
accountants. SD D N A SA 
9. I dislike dealing with bankers. SD D N A 
SA 
10. I dislike dealing with lawyers. SD D N 
A SA 
11. Sometimes I feel like I work 
for the employees. SD D N A 
SA 
12. If the business fails, it will 
be my fault. SD D N 
A SA 
13. I know I will be successful. SD D 
N A SA 
14. I am afraid people will find 
out I am a phony. SD D N 
A SA 
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15. I have the right to make mistakes. SD D N A SA 
16. I have confidence in myself. SD D N A SA 
17. I am underpaid. SD D N A SA 
18. I work hard. SD D N A SA 
19. I rarely discuss business at 
home. SD D N A SA 
20. My parents liked to keep 
secrets. SD D N A SA 
21. The business was always a topic 
of conversation when I was 
growing up. SD D N A SA 
22. I want to keep the business in 
the family. SD D N A SA 
23. My parents have always been 
supportive of me. SD D N A SA 
24. My own family is supportive of me. SD D N A SA 
25. My relationship with my parents 
is poor. SD D N A SA 
26. My brothers and sisters dislike 
me. SD D N A SA 
27. I want to be like my 
predecessor. SD D N A SA 
28. I work smarter than my 
predecessor. SD D N A SA 
29. This company is stronger since 
I became CEO. SD D N A SA 
30. The employees respect me more 
than my predecessor. SD D N A SA 
31. This company is more profit¬ 
able since I became CEO. SD D N A SA 
32. I am a better CEO than my 
predecessor. SD D N A SA 
33. I am more comfortable when my 
predecessor is away from the 
business. SD D N A SA 
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34. My family expected me to come 
into this business. SD D N A SA 
35. I was happy to join this 
business. SD D N A SA 
36. I was pressured to join this 
business. SD D N A SA 
37. I always knew I would join the 
family business. 
38. I had other options than 
working here. 
39. When I was an employee, before 
I became CEO, I was paid less 
than other employees. 
40. I knew a lot about this 
company before I decided to 
join it. 
SD D N A SA 
SD D N A SA 
SD D N SA 
SD D N A SA 
APPENDIX E 
PERSONAL DATA SURVEY (MAILING #2) 
Survey - Part II 
Directions: Please fill in the blanks. 
1. Are you male: _ or female: _ 
2. Date of Birth: _/ / 
Mo. Day Year 
3. How many brothers do you have? Sisters? 
4. What is your birth order in relation to your brothers and sisters? 
5. Are you presently: Married: _ Divorced: Unmarried: 
Widow(er): _? 
6. If you have children, how many do you have? 
7. Circle the highest school grade completed: 
1° 11 12 13 14 15 16 MS MA MBA 
high school college/university graduate school 
8 . Have you served in the armed forces? Yes _ No _ If so, what 
branch? _ 
9. Circle the race you consider yourself: 
Asian Black Hispanic American Indian White 
10. Circle the religion you consider yourself: 
Catholic Jewish Protestant None Other 
11. How old were you when you first visited the family business? _ 
12. How old were you when you first began to work in the family 
business? _ 
13. What titles have you held since working for the family business? 
14. What is your present title? _ 
15. How many jobs did you have before joining the family business? 
16. Are you the boss of this family business? Yes _ No _ 
17. Is the former boss (your predecessor) presently in the business? 
Yes No 
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18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
What is your predecessor's job title now? 
What year was the business founded? 
Circle the relationship of the founder to you: 
Brother . Father Grandfather Other 
Circle the type of business: 
Retail Wholesale Manufacturing Other (Specify: ) 
What is the approximate yearly sales volume of your business? 
100,000 - 1,000,000 _ 1,000,000 - 2,000,000 
2,000,000 - 4,000,000 _ 4,000,000 - 6,000,000 
6,000,000 - 8,000,000 _ 8,000,000 - 10,000,000 _ 
Approximate number of employees? 
_ 5-10 _ 51-100 _ 301-400 
_ 11-20 _ 101-200 _ 401-500 
_ 21-50 _ 201-300 _ 501+ 
Approximately what was the percent of growth in sales volume for: 
1985 1986 1987 1988 1989 
What is the anticipated percent of growth in sales volume for: 
1990 1991 1992 1993 1994 
Circle the approximate number of hours you work per week. 
20-40 41-50 51-60 61-70 71+ 
Circle 
are. 
the number that best indicates how successful you think you 
1 
Lowest 
2 3 4 5 6 7 8 9 10 
Highest 
Circle 
thinks 
the 
you 
number that 
are. 
indicates how successful your predecessor 
1 
Lowest 
2 3 4 5 6 7 8 9 10 
Highest 
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29. What skills do you have that make you successful? 
30. What are the most challenging problems you face as CEO of this 
company? 
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Thanks to those of you who already have completed and returned the 
survey. For those of you who haven't, please help me by doing so now. 
If you need another blank survey, call me "collect" at (203) 521-6123 
and I will send one to you immediately. 
Thank you. 
Steve Goldberg 
University of Massachusetts 
APPENDIX G 
COVER LETTER FOR MAILING #4 
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February 28, 1991 
Dear 
If you have not returned the survey I sent you dated January 24, 
1991, please help me by filling it out and returning it as soon as you 
can. I know you are busy and, believe me, if your response was not 
truly important, I would not be so persistent. However, your input is 
vital to this research project because the validity of the results 
depends on the number of survey responses. 
Just in case you need another survey form, I have enclosed one 
together with another self-addressed and stamped return envelope for 
your convenience. Answer all the questions. Please complete the survey 
and return it to me before March 7, 1991. 
If you need assistance, please call me (collect) at (203) 521- 
6123. Don't forget -- your anonymity and confidentiality are 
guaranteed. If you have already returned the survey, please excuse the 
inconvenience. 
Sincerely, 
Steve Goldberg 
University of Massachusetts 
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Interview Guide 
1. What is your business title? 
2. Do you have absolute power and authority in the business? 
3. Is your predecessor still involved in the business? If.so, what 
does he/she do? 
4. Is the business more profitable today than in the past? 
5. In terms of percent, give me a ballpark number for the profit 
increase or decline starting with 1985. 
6. Describe the business before you became CEO. 
7. What changes have you made? 
8. What do you see for the business in terms of five years from now. 
9. How old were you when you were first exposed to the business? 
10. Explain that first exposure. 
11. Did you want to come into the business? 
12. Why? 
13. Where did you work before you joined the firm? 
14. When your career is over, will it be said that you were a better 
CEO than your predecessor? 
15. Why? 
16. Explain your relationship with your brothers and sisters. 
17. How was your relationship with your parents as a child? 
18. What's the relationship now? 
19. When you were a child, how did your parents talk about the 
business -- positive or negative? 
20. Give me some examples. 
21. How many hours a week do you work now, compared to when you first 
became CEO? 
22. Do you see your hours changing in the future? 
23. How? 
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24. What has helped you in getting where you are now? 
25. If you could wave a magic wand to be someone else, who would you 
be? 
26. What would you like to see your kids do? 
27. What problems did you encounter when you came here? 
28. How long after you joined this business did you become CEO? 
29. What were those years like for you? 
30. Explain your relationship with your predecessor before being named 
CEO. 
31. Explain your relationship with your predecessor after being named 
CEO. 
32. What skills would have made you more successful initially? 
33. What advice would you give a would-be CEO of a family business? 
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February 22, 1991 
Dear Colleague, 
The Chicago Family Business Council (CFBC) received a request from Steve 
Goldberg, a student of the University of Massachusetts at Amherst, to 
assist him in obtaining information to be used in his doctoral thesis on 
family business. In reviewing this request, it was felt that it would 
appropriate to have the responses of CFBC participants included in this 
study on family business located throughout the United States. It was 
also felt that the information gained from this research project would 
be of interest to each of you. As you know, while we are a significant 
sector of the business community, the amount of information published on 
family-owned companies is far from being extensive. 
The enclosed survey is being sent to family business members across the 
country. Please take a few minutes to complete the questionnaire and 
return it to Steve Goldberg in the enclosed envelope. All information 
will be kept strictly confidential. No individual or company names will 
be included in the written report. 
The CFBC will receive copies of the study for distribution to each of 
you. 
Should you have any questions please feel free to contact Steve Goldberg 
at (203) 521-6123 or call me at the CFBC office. 
Thank you for assisting in this research project. 
Sincerely, 
CHICAGO FAMILY BUSINESS COUNCIL 
Julia L. Sommer 
Council Director 
(NOTE: This letter is retyped from the original.) 
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